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The Honorable William Roth, Jr. 
Chairman 
Committee on Finance 
United States Senate 
Washington, DC 20510 

Dear Mr. Chairman, 

W'f- - w," -h -v.1 V1.J. ~ /1:1--

June 16, 1997 

As you know, the Administration and the bipartisan congressional leadership 
recently reached agreement on a historic plan to balance the budget by 2002 while 
investing in the future. The plan is good for America, its people, and its future, and 
we are committed to working with Congress to see it enacted. 

With regard to welfare, the budget agreement called for restoring 
Supplemental Security Income (SSI) and Medicaid benefits for immigrants who are 
disabled or become disabled and who entered the country before August 23, 1996 
and making other important changes. The Senate Finance Committee mark for 
inclusion in the FY 1998 budget reconciliation bill is, however, inconsistent with 
the budget agreement in this key area. Consequently, if the Committee were to 
proceed with its legislation in this form, we would be compelled to invoke the 
provisions of the agreement that call on the Administration and the bipartisan 
leadership to undertake remedial efforts to ensure that reconciliation legislation is 
consistent with the agreement. 

We appreciate the fact that the Committee includes several provisions that 
were part of the budget agreement that the Administration supports, such as in the 
areas of refugee and asylee eligibility, welfare to work, and EITC compliance. 

Refugee and Asylee Eligibility -- The budget agreement would extend the 
exemption period from five to seven years for refugees, asylees, and those who are 
not deported because they would likely face persecution back home. The 
Administration supports the Committee's mark which implements this policy and 
also extends the exemption to Cuban and Haitian entrants. 

Welfare to Work -- We are pleased that the Chairman's mark includes a 
number of provisions that address the Administration's priorities, including: 
providing formula grant funds to States based on poverty, unemployment, and adult 



welfare recipients; a sub-state allocation of the formula grant that appears similar 
to the formula passed by two House Committees, to ensure targeting on areas of 
greatest need; gives grantees appropriate flexibility to use the funds for a broad 
array of activities that give promise of resulting in permanent placement in 
unsubsidized jobs; awards some funds on a competitive basis; and creates a 
performance fund to reward States that are successful in placing long-term welfare 
recipients. We look forward to working with the Committee to refine these 
concepts. However, a number of other provisions, discussed below, raise serious 
concerns. 

Earned Income Tax Credit -- The Chairman's mark includes three proposals 
made by Treasury to improve EITC compliance_ The mark would deny EITC for ten 
years for those who fraudulently claim the EITC; would toughen recertification 
requirements for those denied the EITC as a result of <;ieficiency procedures; and 
would impose due diligence requirements for paid preparers. Treasury has 
proposed three other legislative compliance measures which we hope the 
Committee will also consider. 

With regard to benefits for immigrants, however, we have serious concerns 
that the mark does not reflect the budget agreement. The Administration has 
separately transmitted draft legislative language on June 4th that reflects the 
budget agreement's provisions on benefits to immigrants. 

Continued SSI and Medicaid Benefits FOT Legal Immigrants -- The 
Administration strongly opposes the provision that denies coverage to many legal 
immigrants who were in the United States when the welfare law was signed but 
who become severely disabled after that date _ The budget agreement explicitly 
states, "Restore 551 and Medicaid eligibility for all disabled legal immigrants who 
are or become disabled and who enter the U. S. prior to August 23, 1996." The 
Committee mark fails to reflect that agreement by grandfathering those now 
receiving 551 and only providing benefits for new applicants for only a very limited 
time. The Committee mark will protect fewer people. A policy that only. 
grandfathers immigrants who were on the 551 rolls on August 22, 1996, protects 
75,000 fewer immigrants than the budget agreement in the year 2002. 

By contrast, the agreement targets the most vulnerable individuals by 
providing a safety net for all immigrants in the country when the welfare law was 
signed who have suffered -- or may suffer in the future -- a disabling accident or 
illness. In addition, the Administration believes the budget agreement assumed that 
all legal immigrants currently receiving SSI benefits would continue receiving 
benefits during the disability review, as has always been the practice. 

The Administration also urges the adoption of a provision to protect the 
benefits of those who have been on the 551 rolls prior to 1979. Generally these are 
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elderly citizens over the age of 90 who do not possess the required birth 
certificates or other documents necessary to establish eligibility. Finally, the 
Administration urges the adoption of a provision that would extend the exemption 
period from five to seven years for Amerasian immigrants. Amerasian immigrants 
share many of the problems and barriers of refugees and have the same level of 
need as refugees. 

In addition to the provisions in the SUbcommittee's action related to 
immigration, the Administration has the following serious concerns: 

Welfare-to-Work -- The following serious concerns are raised by the 
Chairman's Mark: 

Local Proqram Administration. The challenge of welfare reform -- moving 
welfare recipients into permanent, unsubsidized employment -- will be 
greatest in our Nation's large urban centers, especially those with the highest 
number of adults in poverty. Cities and other local areas have been 
entrusted by Congress with the responsibility for administration of other 
Federal job training funds. The Administration strongly believes that a 
substantial amount of all welfare-to-work funds should be managed by cities 
and other local areas which have the experience to address most effectively 
the challenge of moving long term welfare recipients into lasting, 
unsubsidized employment that reduces or eliminates dependency. 

The Mark, however, provides for local administration of formula grant funds 
only through the TANF agency. The Mark's competitive grant structure does 
not ensure that an appropriate portion of funds outside rural areas will be 
administered by cities with most adults in poverty. In addition, the 
competitive grant portion is only 25% of the total funds available, still further 
limiting the resources for cities with the greatest need. 

Close coordination of Welfare to Work activity with the State TANF agency 
and State TANF strategy is clearly essential. However, Welfare to Work 
would have a far greater likelihood of success for welfare recipients if it were 
primarily administered by cities and local areas. The Administration urges the 
Committee to incorporate provisions for management of Welfare to Work 
funds by cities and other local areas, as has been urged by Senate Labor and 
Human Resources Committee Chairman Jeffords, and incorporated into 
Welfare to Work programs passed by two House committees. The 
Administration also urges that the formula and competitive funds each 
receive 50% of the total available, as is provided in the Ways and Means 
Committee approach. 

Federal Administering Agency. The Chairman's Mark would put the program 
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under the Secretar of Health and Human Services. While consistency with 
Federal TANF strategies is essential, to e successful, the Welfare to Work 
program activities must be closely aligned with the workforce development 
system overseen by the Secretary of Labor. Thus, the Administration 
believes that the Secretary of Labor should administer this program. This is 
also the approach taken in the bills passed by the House Ways and Means 
and Education and Workforce Committees. 

Worker Protections. The Mark does not address worker protections. We 
\ . 

believe the proposal should include adequate non-displacement provisions 
and worker protections addressing such issues as civil rights, unsafe 
workplaces, and hours. We therefore strongly urge the Committee to adopt, 
at a minimum, these provisions as found in H.R. 1385, the House-passed job 
training reform bill. 

• Evaluation. We appreciate the inclusion of a substantial set-aside for 
evaluation by the Secretary of Health and Human Services; her leadership is 
appropriate in order to ensure the assessment of the impact of Welfare to 
Work in the context of overall TANF policy. However, we believe it is 
equally important to have the Se_cretarjes of Labor and Housing and Ur~an 
Development consulted on the evaluation's design and implementation, so 
that it may also take Into proper account the relationship of Welfare to Work 
to other workforce development strategies and to urban policy. 

• Performance bonus. The Administration applauds the inclusion in the Mark 
of a performance bonus fund focused on increased earnings. However, it is 
essential that such bonuses be paid only in recognition of impacts over and 
above what is achieved by States with their TANF and other funds. Welfare 
to Work resources should clearly lead to net additional positive outcomes for 
welfare recipients. In addition, the highest goal for Welfare to Work, and 
therefore for bonuses, should be the placement of the hardest to employ in 
lasting, unsubsidized jobs whose earnings are sufficient to reduce 
substantially, or eliminate, welfare dependency. 

• Distribution of funds by year. It does not appear that the Mark's allocation 
of $3 billion in budget authority across FY 1998-2000 will, when combined 
with the program structure, result in an outlay pattern consistent with an 
estimate of zero outlays in FY 2002, provided in the Bipartisan Budget 
Agreement. The Department of Labor is available to work with the 
Committee to craft a BA distribution that does satisfy this outlay goal. 

Privatization of Welfare Programs_ The Chairman's mark would allow the 
eligibility and enrollment determination functions of federal and state health and 
human services benefits programs -- including Medicaid, WIC, and Food Stamps --
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in ten states to be privatized. While certain program functions, such as computer 
systems, can currently be contracted out to private entities, the certification of 
eligibility for benefits and related operations (such as obtaining and verifying 
information about income and other eligibility factors) should remain public 
functions. The Administration believes that changes to current law would not be 
in the best interest of program beneficiaries and strongly opposes this provision. 

Unemployment Insurance Integrity -- The Committee mark does not include 
the provision of the budget agreement that achieves $763 million in mandatory 
savings over five years through an increase in discretionary spending of $89 million 
in 1998 and $467 million over five years. These savings are a key component of 
the budget agreement. The discretionary spending that the agreement assumes, 
and which would be subject to appropriation, would support the necessary 
additional eligibility reviews, tax audits, and other integrity activities that, the 
evidence demonstrates, will yield the savings. We urge the Committee to adopt 
this provision to achieve the specified savings. The Administration has separately 
transmitted draft legislative language on June 6th that reflects the budget 
agreement's provisions on this provision. 

State SSI Administrative Fees -- It does not appear that the Committee 
intends to include a provision, comparable to that included in the House Ways and 
Means Committee mark and consistent with the budget agreement, to increase the 
administrative fees that the Federal Government charges States for administering 
their State supplemental SSI payments and to make the increase available, subject 
to appropriations, for Social Security Administration (SSA) administrative expenses. 
The Administration encourages the Committee to do so. 

The budget agreement reflects compromise on many important and 
controversial issues, and challenges the leaders on both sides of the aisle to achieve 
consensus under difficult circumstances. We must do so on a bipartisan basis. 

I look forward to working with you to implement the historic budget 
agreement. 

Sincerely, 

Franklin D. Raines 
Director 
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Record Type: Record 

To: Melinda D. Haskins/OMB/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Re: URGENT: OMB Draft Letter to Senate Finance on Medicaid and Welfare-Related Budget 

. Reconciliation Language ~ 

After discussions with both Ken and Nancy-Ann we would like to add the following language 
to BOTH letters. It deals with the cost-allocation/cap on administrative expenses. The bolded 
language is changed from the language that was included in the letter to the House Ag 
Committee related only to Food Stamps. This is based on reports we got on Friday that the 
Senate (Rockefeller) may do the amendment for both programs as an offset to fund a childrens 
abuse initiative. We need to put down a marker on this approach in case we want to work 
with them later or object entirely. 

Mark Miller and Melinda could you please plug this in to both letters. Please call me if there 
is a problem/questions 54890. 

The Administration understands that amendments may be offered during Committee 
consideration, the purpose of which is to prevent costs from increasing in Food Stamps and 
Medicaid due to cost-shifting for common functions from the TANF block grant, which places 
a cap on TANF administrative costs. We understand the CBO baseline includes costs of over 
$5 billion in FY s 98-02 because CBO assumes administrative cots shifting from T ANF to 
Food Stamps and Medicaid. This proposal would reduce the extent of the cost-shift to the 
Food Stamp and Medicaid Programs, yielding substantial savings against CBO's baseline. 
While the Administration is generally supportive of this effort -- to prevent States from 
changing cost allocation plans in order to shift greater administrative costs from the capped 
T ANF block grant to the open-ended Food Stamp and Medicaid administrative costs that are 
matched by the Federal govermnent -- we would need to carefully review the specific 
mechanism proposed. In particular, we would have serious reservations about proposals that 
would cap Food stamps and Medicaid administrative costs. 

The budget negotiators discussed changes to the Food Stamp and Medicaid Programs at 
considerable length. An amendment further reducing these programs and directing savings to 
other programs was neither raised nor included in the Budget Agreement. The Administration 
has very strong reservations about such an approach. 

Message Copied To: 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Diana Fortuna/OPD/EOP 
Subject: I spoke to some Finance Cmte Oems staff last night 

Markup for health and welfare will be Tuesday. 
Amendments must be filed by noon Monday. 

Privatization: Oem Committee staff say they'd like materials on privatization to help them argue 
against it. This was contentiously debated yesteday in the Senators meeting, with of course Phil 
Gramm arguing for and Kent Conrad and Bob Kerry raising questions. I understand Conrad may 
have agreed to take the lead to fight this. I have a call into his staffer. I assume I should try to be 
as helpful as possible? I was told that if we are really, really going to fight this, we should have 
some White House calls go directly to Senators, since most welfare staff aren't seeing much of 
their Senators lately with the tax and health feeding frenzy. Should Hilley make some calls? 

TI
LSA: It was not on the 2 pager the majority handed out and Oem staff have confirmed that it will 

not be in the mark. Maybe they've decided they don't want a debate in the Senate and plan to 
accept the House version in conference. What does this mean for the joint Reed/Sperling letter, 
which Diana is redrafting? 

Welfare to work: Oem staff is trying to verify whether there is a substate formula which sends 
funds to high poverty/high unemployment areas. If there is not, they will likely have an amendment 
to do so. 
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Record Type: Record 

To: Cynthia A. Rice/OPD/EOP, Elena Kagan/OPD/EOP 

cc: 
Subject: Haskins 

I had a good conversation with Ron about WTW. He says he's fine with this program as long as 
we're in the WH, but Shavv may send (but not publicize) a letter to Alexis andlor me making clear 
that the intent here is to promote work, not CETA, and that we're not trying to snooker them into a 
program that pays people $8 an hour to rake leaves. Since that probably is the intent of most of 
our allies, a quiet colloquy to that effect isn't the end of the world. 
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Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 
Subject: Senate Finance Committee Mark 

We're faxing you and our working group the two pager from Senate Finance~ 

Welfare to work: 75% of funds formula grant to states, administered by TANF agency. No mention 
of substate formula, implying the governors have discretion. 25% of funds awarded by HHS based 
on competition. $100 million for performance bonus. Use of funds like Ways and Means (job 
creation, on-the-job training, contracts with job placement companies or programs; job vouchers; 
job retention or support services). 

Texas Privatization: Deems Texas proposal approved as submitted, and authorizes Secretary to J 
approve up to 10 state projects integrating eligibility and enrollment determinations. 

Legal Immigrants: The proposal starts with the House Ways and Means grandfathering 
proposal, and adds in kmporary benefits for the disabled-after-entry group we are defending. J 
The Ways and Means costs only $9.0 billion while the budget agreement set aside $9.7 billion. 
The Senate takes that unclaimed $700 million and proposes to allow legal immigrants in the 
country as of 8/96 to qualify for benefits for "a limited period of time." OMB guesses that the 
$700 million will pay for benefits for about) 'h years. 

Technical Corrections ActlHR 1048: The proposal incorporates the House technicals bill, 
minus anything related to SSDI/Social Security. This was done so that the bill won't violate 
the procedural firewall against including Social Security in a reconciliation bill and raise a 
point of order. We're not sure yet what "b" refers to ("add a correction to the sanction for 
failure to meet minimum participation rates"). 

Message Sent To: 

Bruce N. Reed/OPO/EOP 
Elena Kagan/OPO/EOP 
Emily BromberglWHO/EOP 
Kenneth S. Apfel/OMB/EOP 
Barry White/OMB/EOP 
Keith J. Fontenot/OMB/EOP 
Emil E. Parker/OPO/EOP 
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EXECUTIVE OFFICE OF THE pRESIDENT 
OFFICE OF MANAGEMENT AND· BUDGET 

WA.SHtNGTON. C.C. 20503 

THE DIRECTOR 

The Honorable Bill Archer 
Chairman 
Committee on Ways and Means 
United States House of Representatives 
Washington, DC 20515 

Dear Mr. Chainnan, 

June9, 1997 

PAGE 

As you know, the Administration and the bipartisan congressional leadership recently 
reached agreement on a historic plan to balance the budget by 2002 while investing in the future. 
TIle plan is good for America, its people, and its future, and we are committed to working with 
Congress to see it enacted. 

With regard to welfare, the budget agreement called for restoring Supplemental Security 
Income (SS!) and Medicaid benefits for immigrants who are disabled or become disabled and 
who entered the country before AUgust 23,.1996; extending from five to seven years the 
eXemption in last year's welfare law for refugees and asylees for the purposes ofSSI and 
Medicaid; and making other important changes. 

A number of provisions approved by the Subcommittee on Human Resources on June 5th 
for inclusion in the FY 1998 budget reconciliation bill are, however, inconsistent with the budget 
agreement in these and other areas. Consequently, if the Committee were to proceed with its 
legislation in this. form, we would be compelled to invoke the provisions of the agreement that 
calion the Administration and the bipartisan leadership to undertake remedial efforts to ensure 
that reconciliation legislation is consistent with the agreement. 

We appreciate the fact that the Subcommittee approved several provisions that were part 
of the budget agreement that the Administration supports, such as in the areas of welfare to work 
and State SSI administrative fees. 

Welfare to Work - We are pleased the budget agreement includes the President's $3 
billion welfare-to-work proposal and that the Subcommittee approved provisions that meet many 
of the Administration's priorities. Specifically, we are pleased that the Subcommittee's action 
provided funds for jobs where they are needed most to help long"term recipients in high 
unemployment-high poverty areas; directed funds to local communities with large numbers of 
poor people; awarded some funds on a competitive basis, assuring the best use of scarce 
resources; and gave communities appropriate flexibility to use the funds to create successful job 
placement and job creation programs. 

2/6 
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Though the Subcommittee did not address a perfonnance fund, we appreciated their 
willingness to consider a mechanism to provide needed incentives and rewards for placing the 
hardest-to-serve in lasting, unsubsidizedjobs that.promote self-sufficiency. We hope the 
Committee will be open to an amendment to establish such a fund. In addition, we stand ready 
to continue to provide assistance in refining targeting factors. 

State SSI Administrative Fees - The Administration is pleased that the Subcommittee 
approved a provision, consistent with the budget agreement, to increase the administrative fees 
that the Federal Government charges States for administering their State supplemental SSI 
payments and to make the increase available, subject to appropriations, for Social Security 
Administration (SSA) administrative expenses. 

With regard to immigrants, however, we have serious concerns with provisions that do 
not reflect the budget agreement. The Administration has sepan!l:ely transmitted <haft legislative 
language on June 4th that reflects the budget agreement's provisions on benefits to immigrants. 

Continued SSI and Medicaid Benefll.S for LegaIlmmigrants - The Administration 
strongly opposes the provision that denies coverage to many legal immigrants who were in the 
United States when the welfare Jaw was signed but who become severely disabled after that date. 
The budget agreement explicitly states, "Restore SSI and Medicaid eligibility for all disabled 
legal immigrants who are or become disabled and who enter the U.S. prior to August 23, 1996." 
The Subcommittee's action fails to reflect that agreement by only grandfathering those now 
receiving SSI, therefore dropping those who would become disabled in the future and would be 
eligible for benefits under the agreement. A policy thatgrandfuthers immigrants who were on 
the SSI rolls on August 22, 1996, protects 75,000 fewer immigrarits than the budget agreement in 
the year 2002. By contrast, the agreement targets the most vulnerable individuals by providing a 
safety net for' all immigrants in the country when the welfare law was signed who have suffered -
• or may suffer in the future - a disabling accident or illness. In addition, the Adnrinistration 
believes the budget agreement assumed that all legal immigrants currently receiving SSI benefits 
would continue receiving benefits during the disability review, as has always been the practice. 

In contrast with the budget agreement, which was designed to restore benefits, the 
Subcommittee's action would deny SSI and Medicaid benefits to immigrants who have a sponsor 
with income of over $40,000. The Administration strongly opposes this provision, which would 
cut off thousands of severely disabled legal inunigrants who would receive:; benefits under the 
.budget agreement. Last year, the President signed into law immigration reform legislation that 
makes sponsors legally responsible for immigrants they sponsor. Immigrants currently in the 
country, however, do not have this protection. The Subconunittee's action would deny critical 
assistance to a disabled immigrant who has a sponsor unable or unwilling to provide support. 

As noted above, the agreement provided for both SSI and Medicaid eiigibility fQr 
disabled legal immigrants. The Subcommittee's action,. however, also fails to guarantee 
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Medicaid coverage for all diSabled legal immigrants who continue to receive SS!. . For States in 
which SS! eligibility d~ not guarantee Medicaid coverage and for States that choose not to 
provide Medicaid coverage to legal immigrants who were in the U.S. prior to August 23, 1996, 
legal immigrants who receive SS! would not be guaranteed continued Medicaid coverage. To 
conform to the policy in the budget agreement, the Committee should explicitly guarantee 
Medicaid coverage to disabled legal immigrants. 

Refugee andAsylee Eligibility - The budget agreement would extend the exemption 
period from five to seven years for refugees, asylees, and those who are not deported because 
they would likely fuce persecution back home. However, the Subcommittee's action would 
provide that extension for refugees and not for asylees and others. Such asylees and others 
should receive the additional two years to naturalize. 

We are concerned by reports that the Committee may consider provisions which add 
further restrictions to immigrants access to public benefits. Mimy oftbe potential provisions wete 
considered during last year's immigration reform debate and were removed from the final 
legislation after negotiations between Congress and the Administration because they wete 
unacceptable to the Administration. The Administration strongly opposes these punitive 
provisions, which would introduce known controvetSies into the budget reconciliation process. 

Finally regarding immigrants, the Administration urges the adoption of a provision to 
protect the benefits of those who have been on the SS! rolls prior to 1979. Generally these are 
elderly citizens over the age of 90 who do not possess the required birth eettificates or other 
documents necessary to establish eligibility. 

In addition to the provisions in the Subconimittee's action related to immigration, the 
Administration has the following serious concerns: 

Unemployment Insurance Integrity - The Subcommittee did not approve the provision 
of the budget agreement that achieves $763 million in mandatory savings over five years through 
an increase in discretionary spending of $89 million in 1998 and $467 million over five years. 
These savings are a key component of the budget agreement. The discretionary spending that the 
agreement assumes, and which would be subject to appropriation, would support the necessary 
additional eligibility revieW'S, tax audits, and other integrity activities that, the evidence 
demonstrates, will yield the savings. We urge the COIDIIlittee to adopt this provision to achieve 
the specified savings.· 

The Federal Unemployment Account - The Administration supports the proposed 
increase in the Federal Unemployment Account ceiling, which reflects the budget agreement. 
The Subcommittee's action, however, did not accomplish another aspect of the agreement, 
because it on\y "authorized" $100 million to the States in 2000-2002 for Unemployment 
Insurance ~dministrative funding, rather than making the payments mandatory as the agreement 
provides. We look forward to working with the Committee to address this issue. The 
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Administration has separately transmitted draft legiSlative language on June 6th that reflects the 
budget agreement's provisions on both unemployment insurance provisions above. 

Local administration ofWelfare-to-Workfunck We understand that an amendment 
may be offered at the full committee markup to provide for local administration of the 
Welfare-ta-Work funds by the State TANF agency. The Administration strongly believes that 
chieflocal elected officials, working with the Private Industry Councils, are the appropriate local 
administrative entities to ensure that Welfure-to-Work funds are targeted to long-term recipients 
in communities with large numbers of poor people. 

The Subcommittee's action also included a number of provisions that were not 
specifically addressed in the budget agreement, and about which the Administration has serious 
concerns. They include the following; 

Minimum Wage and Workfare --The Administration strongly opposes the Committee's 
proposal on the minimum wage and welfure work requirements. 

The proposal is not part of the budget agreement and, had it been raised during 
negotiations, we would have strongly opposed it. 

Second, the proposal would undermine the fundamental goals ofwe\fure reform. The 
Administration believes strongly that everyone who can work must work, and those who work 
should earn the minimum wage-whether they are coming off welfare or not. The proposal does 
not meet this test. In addition, under this proposal, worlcing welfare recipients will be deprived 
of the protection of laws addressing employment discrimination, unsafe workplaces, child labor, 
overtime, and family and medical leave. 

Worker Protections in Welfare-la-Work -We remain deeply disappointed in the lack of 
adequate non-displacement provisions in the Subcommittee's action. We strongly urge the 
Committee to adopt, at a minimum, the provisions included in H.R. 1385, the House-passedjob 
training reform bill. 

Repeal of Maintenance of Effort Requirements on State Supplementation of SSI 
Benefits - The Administration strongly opposes the repeal of the maintenance-of-effort 
requirement because it would let States significantly cut, or even elimiDate, benefits to nearly 2.8 
million poor elderly, disabled, and blind persons. Congress instituted the maintenance-of-effort 
requirement in the early 1970s to prevent States from effectively transferring Federal benefit 
increases from SS! recipients to State treasuries. The proposal also could PUt at risk low-income 
elderly and disabled individuals who could lose SSl entirely and thereby lose Medicaid covetage 
as well. The Administration opposed this proposal during last year's welfare reform debate. 

Other TANF Provisiotls - The Administration is concerned with several provisions 
approved by the Subcommittee that were not in the budget agreement. For example, the 
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I agreement did not address making changes in the T ANF work requirements regarding vocational 
education and educational services for teen parents. The Administration opposes the provision 
allowing States to divert T ANF funds away from welfare-to-work efforts to other social service 
activities. 

The budget agreement reflects compromise on many important and controversial issues, 
and challenges the leaders on both sides of the aisle to achieve consensus under difficult 
circumstances. We must do so on a bipartisan basis. 

I look forward to working with you to implement the historic budget agreement. 

Sincerely, 

Franklin D. Raines 
Director 

Identical letters sent to the Honorable Bill Archer, the Honorable E. Clay Shaw, Jr., 
and the Honorable Sander Levin 
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CONT 

l.. 

2. 

3 . 

INCOMB SBCURITY -~DISCUSSION DRJlFT :i 

SSI IGIBILITY FO NONCITIZENS 

SSI eligibility wi11 be mai~ta n~d for all legal n6nC'it.izens 
who were, in the U.S. and re~eilitig 5S! benefits as'.,'Of August 
22, 1996. ' ,,' 

.. I ' :; 

. i . ·"i 
Legal noncitizens who were in he U.S. on August 22, 1.996, 
will be eligible to qualifyl'fO 55! disability benefits for 
a limited period of time in th future. 

S5! eligibility of refugees,! a ylees, and Cuban and Haitian 
entrants will be extended f~om 5 to 7 year . . 
Budget target: $9.7 billion: 

, , 

ESTABLISH "WELFARE TO WORK" PROGRAMj 

4. "Welfare to work" state gra~ts 

a. $3 billion of funds will e'available for states to 
assist lorig-term .-elfare tecipients or tho,se who are at: 
risk of long-term depend cy. 

5. 

i. 

ii. 

, ' 

; : :,: 
75 percent of the r ds will be provided,through 
formula grants to, th, states. The fo'rmula will be 
based on the state's population under the national 
poverty level, unemp,oyment rates, all,d welfare 
caseload; a srnallist'te minimum will apply. 
25 percent of the!f :ds will be awarded by the 
Secretary of HHS bas' d:on competition .. 

b. ,The grants will be admini tered through st,ate'TANF , ' 

c. ::::r::~ion of fund~ ~ill be reserved in 2001. to be 
distributed among the !!lta es based on thei.r performance 
in increasing the earning of long-term wE,lfare 
recipients or who are at ris,k of long-term welfare 
dependency. ; i' . ' •• 

Use of grant funds' ,.: j' , .• ' 
Funds will be used to as'sist 1 ng-term welfare recipients or 

'those who are at risk of 101'1g- erm dependency move! into the 
workforce including !or: ',I' ' 
a. job creation through public or private sec:tor;; 

employment wage subSid~es'l ' 
b. on-the-job training; : ' 

I 

; 'I 
l. I 
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6. 

7. 

8. 

c. 

d. 
e. 

" 

" 

.. i " 
. contracts with job plaq:emEmt c~anies .or public job 

. placement programs; , I 
job vouchers; and, , 
job retention or support ~erv1ces if such services a.~ 
not othe~ise avail~ble. 

Preliminary ClaO score: $3 

, .' I 

The Secretary will be authoriz~d, to approve up to 10 state. 
projects which integrate the eligibility and enrollment 
determination functions for' fedieral and· state health and 
human .;e:rvices benefit programs.· 

, " 

The· integrated enrollment serv~ce sy,stem as submitted by the 
state of Texas to the Depar1:me~t of Health and Human 
Services and the Department' of i Agriculture will be deemed 
approved and eligible for federal financial pal~ticipation. 

i 'i ' 
Each project will be requir~d ~Oi provide an evaluation as to 
the effectiveness in improvingiclient service. 

: ~ 

H.R. 1048. "WELFARE REFORM TBCBNIC14 CORRECTIONS AC'r OF 1997" , 

9. H. R. 1048, the "Welfare Reform! Technical Corre.:tions Act of 
1997" with the following modiflcations: 

; : 
, , 

-a. Delete a~l provisions rel~ting to Title n of the 
Social Security Act. ' 

b. Add a correction to the sil-nction for fai11.1retomeet 
minimum participation rateS'. , , 

Preliminary c:eo score: $0 

. pNB'MPLOYMBNT INSURANCE PROVISIONS 

10. 

11. 

12. 

Increase the Federal Unempl~ym~nt ACCOWlt ceiling from 0.25 
percent to 0.50 percent of cov~red wages. 

" 

Clarify that states have fu~l !' iscretion in se'tting their 
own· Unemployment Insurance :(01' base periods f,::>r determining 
eli.gibility for unemployment i;; surant:e benefit,s. 

, 
Inmates of penal institutio~s who parr.icipate in prison work 
programs will not be eligib1e ¥o~coverage under the Federal 
unemployment Tax Act (FUTA) progr~ms for such prison work. 

I 1 

Prelim:i.nary ceo score, -$l. bil.iJ,.ion 

'i 

i. 
·2 , 
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MEMORANDUM FOR: ELANAKAGAN 

FROM: 

SUBJECT: 

JONATHAN GRUBER 
Deputy Assistant Secretary (Economic Policy) 

MICHAEL BARR / f4.A&--
Deputy Assistant Secretary (Community Development) 

Welfare to Work 

This memo disclIsses Treasury's views on remaining improvements that should be made with 
respect to the current structure of the $3 billion welfare-to-work grant program 

We look forward to your reactions. 
~ 
~ 'lu: ~\AV- / C'f,,'IL ... r~<>--\Ar,.. 

\ l,<.\.~ M.. ~ T ~ a. Vt)..'-''l 

h J .. , K.<A\\ 

ll....t ~ ~J\ V\.. H oJ -h Jet '1 ' ..I 

('-'" S~ l.~v ... '\ WlI ~~ 
lfA-~l;\. 

8~ 

I4J 002 
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Remaining Issues in Welfare-to-Work Legislation 

I) Eligibility is too broadly defined 

The current eligibility restrictions are: 

• Any two of: 
• HS dropout 
• substance abuse treatment 
• poor work history 

AND 

• 30 months or more ofTANF receipt OR 

• Hit the TANF time limit with 12 months 

This broad description basically encompasses the bulk of the TANF population, since most 
recipients have a poor work history, and since with a 24 month time limits at least half of 
recipients are automatically eligible under the third criterion. Moreover, it is difficult to assess 
whether individuals have 30 or more months of TANF receipt, given the existing data 
infrastructure. In particular, it is difficult to measure previous spells of T ANF receipt, especially 
those occurring in other states. 

We suggest that these limited funds be more tightly targeted. Our suggested restrictions: 

• The most recent TANF spell has lasted for 18 months or more AND ONE OF 

• HS Dropout OR 
• No prior work experienc~ 

These restrictions will focus spending on the particularly hard to place welfare recipients, with 
much lower administrative burden. 

II) Funds are Not Tightly Targeted to Needy Locations 

The current formula portion of the allocation allocates 85% of spending in accordance with a 
formula that considers: 

• Share of number of persons by which poverty rate exceeds 5% (at least 50% weight) 
• Share of number of TANF recipients for 30 months or more 
• Unemployment rate 

This does not target very tightly the distribution of formula funds, as 5% is far below the national 
average poverty rate, and there is no minimum unemployment rate. Moreover, as noted above, 

141003 
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30 months or more TANF receipt is not a well defined criterion. On the other hand, it seems 
sensible to have a structure such as that adopted for the poverty criterion - a fixed threshold and 
then a linear relationship, so thaI very poor areas do get more than somewhat poor areas. 

We would therefore suggest that these criteria be replaced by: 

• Share of number of persons by which poverty rate exceeds 20% 
• Share of number of persons by which the unemployment rate exceeds the national 

average 
• Share of number of persons whose current TANF spell is 18 months or longer 

This would raise the bar for localities to quality for funds, more tightly targeting them to the 
neediest areas. This will also somewhat increase the concentration ofresources, which should 
pennitjurisdictions to develop more innovative programs that are likely to reach the hardest to 
place welfare recipients. 

Ill) Allowable Uses are Restricted 

A) Earlier drafts of the legislation listed the set of allowable uses as possible, but not restrictive. 
uses of funds. The language in the new version restricts the allowable uses to only those listed in 
the legislative language. It would be preferable to allow states more flexibility in using these 
funds. 

B) In addition, the current mark restricts states from using these funds for child care spending. 
This is an inappropriate restriction on state uses. States may fmd that the most effective means 
of getting hard-to-serve welfare populations to work is to care for their children. If this is so, 
then we should allow states the flexibility to do so. 
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. LEGISLATIVE ALERT 

TO: 

FROM: 

LCCR Executive Committee Members 

Wade Henderson, Execu~ive Direct4~ 
RE: Proposed Welfare Changes Seek to Eliminate 

Antidiscrimination Protections for Welfare Recipients 

DATE: June 4, 1997 

The House Ways and Means Committee's Human Resources 
Subcommittee is expected to begin consideration of harmful new welfare 
provisions during the "reconciliation" mark-up on this Friday June 6. 
1997. It is imperative for members of the Leadership Conference to 
contact members of the Ways & Means Committee (through 

. telephone calls and letters) by June 10 and stress the importance of 
civil rights protections for welfare redpient5. 

According to the latest reports, the Subcommittee will be 
considering revision of a number of issues with civil rights implications, 
including workplace protections for workfare paIticipants, restoration of 
benefits to legal immigrants, and the President's $3 billion welfare-to-work 
iiritiative. It is critical for the Leadership Conference members to voice 
their concerns about these issues. The following is a brief overview of the 
issues with some key points to stress: 

1. Workplace Protections [or Workfare Participants. There may be an 
effort to (a) eliminate fundamental protections for workfare participants 
who work for public or non-profit employers; and to (b) allow states to 
count a variety of benefits, such as Medicaid, child care, and housing 
benefits, when calculating whether they are paying welfare recipients the 
miirimum wage. Attached is an LCCR press statement on the importance of 
workplace protections. Here lire a few additional talking points: 

.. Stripping welfare recipients who are working of the most basic 
workplace protections -- the minimum wage, safe worksites. and 
freedom from discrimination -- sends an indefensible message that 
the most vulnerable working women and men are fair game for 
exploitation and discrimination. 

''Eq~aliry in a Free. Plu",,!. Democratic Soci€ty" 
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The minimum wage, safe working conditions, and fair treatment on the job are 
fundamental civil rights protections that reflect our national commitment to the dignitY and 
sUIVival of all working families. Americans are outraged by sweatshops, and they will be 
outraged by the deliberate creation of a second-class workforce whose treatment . 
undermines basic American values. 

• The laws that guarantee the Il'linimum wage, safe working conditions, and freedom from 
discrimination 'together protect working people from unfair treatment. Because people in 
workfare jobs have no place else to tum to support their families, they are especially. 
vulnerable to abuse and must be guaranteed the full range of protections afforded to other 
workers. 

2. Restoration of Benefits to Legal Immigrants. An alternative proposal attempting to subvert 
the recently announced budget agreement provisions is expected. The budget agreement would 
restore SSl benefits to legal permanent residents who were in the country as of August 22, 1996 
and who have, or subsequently acquire, a disability that prevents them from being able to work. 
These budget provisions would cover the most vulnerable population, including the most frail of 
the elderly; and protect those who were in the country before the rules changed who subsequently 
acquire a disability. 

The alternative proposal that is expected in committee would restore SSI benefits, 
whether because of age or disability, only to those legal permanent residents who were in the 
country as of the August 22 date who do not have a sponsor or whose sponsor makes less than 
150% of the federal poveny level. While, on its face, it may sound appealing, this alternative 
actually would vastly reduce the number of people "grandfathered" in and would leave those who 
acquire a disability after the August 22 date without any safety net, whether or not they have a 
sponsor. 

It is imponant for the Leadership Conference to oppose this alternative proposal: the 
elderly and people with disabilities should not be pitted against each other -- if the Committee 
wants to "grandfather" in the elderly, it should do so; but not at the expense of people with 
disabilities. 

h 3_ Welfare-fo-Work Initiative. The Subcommittee and the full Committee are expected to 
detail the specific contours of the President's welfare-to-work initiative. The Leadership 
Conference can playa role in emphasizing the importance cifusing the funds authorized under this 
initiative to assess and meet the needs of individuals who often are underseIVed by programs. 
PleaSe stress the importance ofusing funds to: 

• 

• 

, 
i 

target services where they are needed the most, such as long-term recipients and high 
poveny areas; 
invest in skills building and education so that individuals are better prepared for jobs that 

2 
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;. 
~. 

really are available in the marketplace; 
• provide vital support services, like child care, transportation, and domestic violence 

counseling, so that welfare recipients are able to go to work; 
• create decent jobs; 
• include comprehensive data collection provisions to measure how well programs work and 

who gets served; and 
• ensure strong protections against displacement and discrimination. 

A list of Committee members with phone numbers is attached. It is important to mnke 
calls and send letters by June 10, before the Committees complete their work. 

The LCCR welfare reform task force will be meeting on June 17 at 2 p.m. at the 
Leadership Conference. 1629 K Street, NW, Suite 1010. to discuss further strategies. Please 
feel free to contact Wade Henderson at 202/466-3311 or Jocelyn Frye at 2021986-2600 if you 
hatve any questions. 

• 
I 

• 
3 
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Statement of Wade Rendenon, 
Executive Director, Leadership Conference 
on Civil Rights, on Workplace Protections 

for Welfare Recipients 

The Leadership Conference on Civil Rights -- the nation's oldest and 
most broadly-based civil rights coalition -- believes that newly-created welfare 
programs must adhere to fundamental principles of equality, faimess, and 
social justice, and increase the chances for all families in need to become 
economically self-sufficient. In keeping with these principles, the Leadership 
Conference joins with the diverse array of organizations gathered here today 
to stress the critical need for fair wages, safe working conditions, and fair 
treatment in the workplace for those who are struggling to escape poverty and 
the welfare system. . 

Because of strict requirements in the new welfare law, many states are 
now facing difficult choices about how to craft their welfare programs. The 
stakes are high for states, but the stakes are highest for welfare recipients who 
now must go to work or risk losing vital benefits for themselves and their 
families. Thus, the critical question is how can we maximize welfare 
recipients' chances for success in the workplace. 

Fortunately, we already know a great deal about the workplace and 
what it ·takes for many workers to succeed: safe and healthy working 
conditions, protection against on-the-job discrimination. earning a decent 
wage that can suppon a family, and access to the skills training and support 
services needed to perform the job well. Many of us in this room have 
worked tirelessly forthe enactment oflaws, such as the Fair Labor Standards 
Act, Title VII of the Civil Rights Act of 1964, the Occupational Safety and 
Health Act, the Americans with Disabilities Act, the Age Discrimination in 
Employment Act, and the Family and Medical Leave Act, designed to make 
these protections a reality for mOSt workers. These laws represent our 
national commitment to ensuring fair and humane workplaces for workers, 

. and setting basic, minimum standards below which no workplace should fall. 

1 

"Equoiiry /" Q rl""gE!, i~/uN1i. Democ,.aric Society" 
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The new welfare law -- a law that ironically purports to help move individuals from welfare 
to work - says virtually nothing about the workplace, or ensuring that welfare recipients who go to 
work and play by the new rules are afforded the same workplace protections so fundamental to the 
success and protection of other workers. The absence of such protections may have devastating 
consequences for welfare recipients: 

• ethnic minorities may be shunned by employers simply because they have an accent and are 
assumed to be in this country illegally, or unfairly forced to produce identification documents, 
simply because they "look foreign;" . 

.;; individuals may be forced to work without proper equipment or work in hazardous conditions 
without protective gear; 

\ . women, who are the majority of adult welfare recipients, may be targeted for sexual and racial 
harassment in the workplace because they are particularly vulnerable -- they risk losing vital 
benefits if they cannot keep their jobs; and 

• rigid new work participation requirements also may discourage states and employers from 
assessing and accommodating the needs of individuals with disabilities, even though a recent 
study by the Urban Institute found that 16-20 percent of women receiving AFDe (under the 
old welfare law) reported one or more disabilities that limited the work that they could do. 

Unfair wages, unsafe conditions, or unfair treatment are no more tolerable just because the worker 
happens to be a welfare recipient -- we all have a stake in ensuring that welfare recipients, like other 
workers, are not exploited and forced to work in substandard conditions. 

If our commitment to help those struggling to escape poverty is real, then we must be vigilant 
in ensuring that the protections so critical to the success of other workers are also available to welfare 
recipients. The Leadership Conference believes that we must stand firm in our commitment to uphold 
basic employment protections for all individuals, particularly those most vulnerable. Ensuring that 
low-income individuals are protected against sub-minimum wages, inhumane working conditions, 
exploitation, and discrimination is only one piece of a larger, more fundamental struggle to help low
income families chart an escape path from poverty to financial independence. 

-30-
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1 TITLE IX-COMMITfEE ON WAYS 
2 AND MEANS-NONMEDICARE 
3 Subtitle A-TANF Block Grant 
4 SEC. 9001. WELFARE-TO-WORK GRANTS. 

5 (a) GRA.."TS TO STATEs.-Section 403(a) of the So-

6 cial Security Act (42 U.S.C. 603(a» is amended by adding 

7 at the end the following: 

8 "(5) WELFARE-TO-WORK GRA.."TS.-

9 "(A) No:-;cmIPETITIVE GRA.."TS.-

10 "(i) E:-;TITLEMEl'T.-A State shall be 

11 entitled to receive from the Secretary a 

12 grant for each fiscal year specified in sub-

13 paragraph (H) of this paragraph for which 

14 the State is a welfare-to-work State, in an 

15 amount that does not exceed the lesser 

16 of-

17 . j "(1) 2 times the total of the ex-

18 penditures by the State (excluding 

19 qualified State expenditures (as de-

20 fined in section 409(a)(7)(B)(i» and 

21 expenditures described in section 

22 409(a)(7)(B)(iv» during the fiscal 

23 year for activities described in sub-

24 paragraph (C)(i) of this paragraph; or 

June 4. 1997 (7:58 a.m.) 
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24 

25 

June 4. 1997 (7:58 a.m.) 

2 

"(II) the allotment of the State 

under clause (iii) of this subparagraph 

for the fiscal year. 

"(ii) WELFARE-TO-WORK STATE.-A 

State shall be considered a welfare-to-work 

State for a fiscal year for purposes of this 

subparagraph if the Secretary, after con

sultation (and the sharing of any plan or 

amendment thereto submitted under this 

clause) with the Secretary of Health and 

Human Services and the Secretary of 

Housing and Urban Development, deter

mines that the State meets the following 

requirements: 

"(I) The State has submitted to 

the Secretary (in the form of an ad

den,dum to the State plan siIbmitted 

under section 402) a plan which-

"(aa) describes how, consist

ent with this subparagraph, the 

State will use any funds provided 

under this subparagraph during 

the fiscal year; 

"(bb) specifies the formula 

to be used pursuant to clause (vi) 
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3 

to distribute funds in the State, 

and describes the process by 

which the formula was developed; 

and 

"(cc) contains evidence that 

the plan was developed in con

sultation and coordination with 

sub-State areas. 

"(II) The State has provided the 

Secretary with an estimate of the 

amount that the State intends to ex

pend during the fiscal year (excluding 

expenditures described in section 

409(a)(7)(B)(iv» for activities de

scribed in subparagraph (C)(i) of this 

paragraph. 

,"(ill) The State has agreed to 

negotiate in good faith with the. Sec

retary of Health and Human Services 

with respect to the substance of any 

evaluation under section 413(j), and 

to cooperate with the conduct of any 

such evaluation. 

"(IV) The State is an eligible 

State for the fiscal year. 



F:\JDG\ WM\ RECON97 \DRAFr.OO3 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

June 4. 1997 (7:58 a.m.) 

4 

"(v) Qualified State expenditures 

(within the meamng of section 

409(a)(7)) are at least 80 percent of 

historic State expenditures (within the 

meaning of such section), \\;th respect 

to the fiscal year or the immediately 

preceding fiscal year. 

"(iii) ~-\LLOTME:S-TS TO WELFARE-TO

WORK STATES.-The allotment of a wel

fare-to-work State for a fiscal year shall be 

the available amount for the fiscal year 

multiplied by the State percentage for the 

fiscal year. 

"(iv) AVAILABLE AMOUNT.-As used 

ID this subparagraph, the term 'available 

amount' means, for a fiscal year, the sum 

of-

"(I) 50 percent of the sum of-

"(aa) the amount specified 

in subparagraph (H) for the fis

cal year, minus the total of the 

amounts reserved pursuant to 

subparagraphs (F) and (G) for 

the fiscal year; and 

.' 
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"(bb) any amount reserved 

pursuant to subparagraph (F) 

for the immediately preceding fis

cal year that has not been obli· 

gated; and 

"(II) anv available amount for 

the immediately preceding fiscal year 

that has not been obligated by a State 

or sub-State entity. 

"(v) STATE PERCENcTAGE.-As 

used in clause (iii), the term 'State 

percentage' means, with respect to a 

fiscal year, 1fa of the sum of-

"(aa) the percentage rep

resented by the number of indi

viduals in the State whose in

J come is less than the poverty line 

di'\ided by the number of such in

di'\iduals in the United States; 

"(bb) the percentage rep

resented by the number of unem

ployed individuals in the State di

vided by the number of such indi

viduals in the United States; and 
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.. (cc) the percentage rep

resented by the number of indi

viduals who are adult recipients 

of assistance under the State 

program funded under this part 

divided by the number of individ

uals in the United States who are 

adult recipients of assistance 

under any State program funded 

under this part. 

"(vi) DISTRIBGTION OF FUNDS WITH

L,,\ STATES.-

"(I) IN GE!I."ERAL.-A State to 

which a grant is made under this sub

paragraph shall distribute not less 

than 85 percent of the grant funds 

among the service delivery areas in 

the State, in accordance with· a for

mula which-· -

"(aa) detennines the 

amount to be distributed for the 

benefit of a service delivery area 

in proportion to the number (if 

any) by which the number of in

dividuals residing in the service 

. , 
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delivery- area with an income that 

is less than the poverty line ex

ceeds 5 percent of the population 

of the senice delivery- area, rel

ative to such number for the 

other service delivery- areas in the 

State, and accords a weight of 

not less than 50 percent to this 

factor; 
-

"(bb) may determine the 

amount to be distributed for the 

benefit of a service delivery- area 

in proportion to the number of 

adults residing in the service de

livery- area who are recipients of 

assistance under the State pro-

j gram funded under this part 

(whether in effect before or after 

the amendments made by section 

103(a) of the Personal Respon

sibility and Work Opportunity 

Reconciliation Act first applied to 

the State) for at least 30 months 

(whether or not consecutive) rel

ative to the number of such 
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adults residing in the other serv

Ice delivery areas in the State; 

and 

"(cc) may detennine the 

anlount to be distributed for the 

benefit of a service delivery' area 

ill proportion to the number of 

unemployed individuals residing 

ill the service delivery area rel-
-

ative to the number of such indi-

\>iduals residing in the other serv

ice delivery areas in the State. 

"(II) SPECIAL RULE.-Notwith-

standing subclause (1), if the fonnula 

used pursuant to subclause (1) would 

result in the distribution of less than 

$100,000 during a fiscal year for the 

benefit of a service delivery area,. then 

in lieu of distributing such sum ·.in ac

cordance with the formula, such sum 

shall be available for distribution 

under subclause (ill) during the fiscal 

year. 

"(ill) PROJECTS TO HELP LONG-

TEIDI RECIPIENTS OF ASSISTANCE 

! 
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INTO THE WORK FORCE.-The Gov

ernor of a State to which a grant is 

made under this subparagraph may 

distribute not more than 15 percent of 

the grant funds (plus any amount re-

o quired to be distributed 0 under this 

subclause by reason of subclause (II») 

to projects that appear likely to help 

long-term recipients of assistance 

under the State program funded 

under this part (whether in effect be

fore or after the amendments made by 

section 103(a) of the Personal Re

sponsibility and Work Opportunity 

Reconciliation Act first applied to the 

State) enter the work force. 

"(vii) AnMINISTRATIO~.-

"(I) IN GE~"ERAL.-Agrant 

made under this subparagraph to a 

State shall be administered by the 

State agency that is administering, or 

supervising the administration of, the 

State program funded under this part, 

or by another State agency designated 

by the Governor of the State. 
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"(II) SPENDING BY PRIVATE IN

DUSTRY COUNCILS.-The private in

dustry council for a service delivery 

area shall have sole authority to ex

pend the amounts provided for the 

benefit of a service delivery area 

under subparagraph (vi)(I), after con

sultation with the agency that is ad

ministering the State program funded 

under this part in the serVice delivery 

area. 

"(B) COMPETITIVE GRANTS.-

"(i) 1:-: GE!'.'ERAL.-The Secretary, in 

consultation with the Secretary of Health 

and Human Services and the Secretary of 

Housing and Urban Development, shall 

make gmnts in accordance with this sub

paragraph, in fiscal years 1998 and 2000, 

to eligible applicants based on the likeli

hood that the applicant can successfully 

make long-term placements of individuals 

into the work force. 

"(ii) ELIGIBLE APPLlCA."\TS.-AF. used 

in clause (i), the term 'eligible applicant' 
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means a private industry council or a polit

ical subdivision of a State. 

"(iii) DETERMINATIO~ OF GRA."'T 

A."OC\T.-In determining the amount of a 

grant to be made under this subparagraph 

for a project proposed by an applicant, the 

Secretary shall provide the applicant with 

an amount sufficient to ensure that the 

project has a reasonable opportunity to be 

successful, taking into account the number 

of long-term recipients of assistance under 

a State program funded under this part, 

the level of unemployment, the job oppor

tunities and job growth, the poverty rate, 

and such other factors as the Secretary 

deems appropriate, in the area to be served 

by the project. 

"(iv) TARGETING OF 100 CITIES WITH 

GREATEST NUMBER OF PERSONS WITH IN

CO~IE LESS THAN THE POVERTY LIIIi""E.

The Secretary shall use not less than 75 

percent of the funds available for a fiscal 

year for grants under this subparagraph to 

make grants to cities that are among the 

100 cities in the United States with the 
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highest number of residents with an ill

come that is less than the poverty line. 

"(iv) FU/I.'DIXG.-For grants under 

this subparagraph for each fiscal year 

specified in subparagraph (H), there shall 

be available to the Secretary an amount 

equal to the sum of-

"(I) 50 percent of the sum of-

"(aa) the amount specified 

in subparagraph (H) ~ for the fis

cal year, minus the total of the 

amounts reserved pursuant to 

subparagraphs (F) and (G) for 

the fiscal year; and 

"(bb) any amount reserved 

pursuant to subparagraph (F) 

j for the immediately preceding fis

cal year that has not been obli

gated; and 

"(II) any amount available for 

grants under this subparagraph for 

the immediately preceding fiscal year 

that has not been obligated. 

"(C) LL'\UTATIONS ON USE OF FUNDS.-
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"(i) ALLOWABLE ACTIVITIES.-An en

tity to which funds are provided under this 

paragraph may use the funds to move into 

the work force recipients of assistance 

under the program funded under this part 

of the State in which the entity is located, 

by means of any of the following: 

"(I) Job creation through public 

or private sector employment wage 

subsidies. 

"(IT) On-the-job training. 

"(ill) Contracts with job place

ment companies or public job place

ment programs. 

"(IV) Job vouchers. 

"(v) Job retention or support 

services if such services are not other

wise available. 

"(ii) REQUIRED BENEFICIARIES.-An 

entity that operates a project with funds 

provided under this paragraph shall expend 

at least 90 percent of all funds provided to 

the project for the benefit of recipients of 

assistance under the program funded 

under this part of the State in which the 
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entity is located who meet the reqwre

ments of any of the following subclauses: 

"(I) The individual has received 

assistance under the State program 

funded under this part (whether in ef-

. fect before or after the amendments 

made by section 103 of the Personal 

Responsibility and Work Opportunity 

Reconciliation Act of 1996 first apply 

to the State) for at least -30 Inonths 

(whether or not consecutive). 

"(II) At least 2 of the following 

apply to the recipient: 

"(aa) The individual has not 

completed secondary school or 

obtained a certificate of general 

i equivalency, and has low· skills in 

reading and mathematics. 

"(bb) The individual re

quires substance abuse treatment 

for employment. 

"( cc) The individual has a 

poor work history. 
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The Secretary shall prescribe such 

regulations as may be necessary to in

terpret this subclause. 

"(ill) Within 12 months, the in

dividual will become ineligible for as

sistance under the State program 

funded under this part by reason of a 

durational limit on such assistance, 

without regard to any exemption pro

vided pursuant to section 

408(a)(7)(C) that may apply to the 

individual. 

"(iii) LD[lTATION ON APPLICABILITY 

OF SECTION 404.-The rules of section 

404, other than subsections (b), (f), and 

(h) of section 404, shall not apply to a 

grant n;lade under this paragraph .. 

"(iv) PRoHmITION AGAL'lJST PROVI

SION OF SERVICES BY PRIVATE INDUSTRY 

COUNCIL.-A private industry council may 

not directly provide services using funds 

provided under this paragraph. 

"(v) PROlllBITlON AGAL"ST USE OF 

GRA.1'IOT FUNDS FOR ANY OTHER FUND 

MATCmNG REQUffiEMENT.-An entity to 
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which funds are provided under this para

graph shall not use any part of the funds 

to fulfill any obligation of any State, politi

cal subdivision, or private industry council 

to contribute funds under other Federal 

law. 

"(vi) DEADLIXE FOR EXPEr-."DI-

TURE.-An entity to which funds are pro

vided under this pai-agraph shall remit to 

the Secretary any part of the funds that 

are not expended within 3 years after the 

date the funds are so provided. 

"(D) INDIVIDL"ALS WITH INCOME LESS 

THA." THE POVERTY LD'-E.-For purposes of 

this paragraph, the number of individuals with 

an income that is less than the poverty line 

shall be determined based on the methodology 

used by the Bureau of the Census to produce 

and publish'intercensal poverty data for 1993 

for States and counties. 

"(E) DEFI~"lTIOxs.-As used in this para

graph: 

"(i) PRIvATE I~"DUSTRY COUNCIL.

The term 'private industry council' means, 

with respect to a service delivery area, the 
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private industry council (or successor en

tity) established for the service delivery 

area pursuant to the Job Training Part

nership Act. 

"(ii) SECRETARY.-The term 'Sec

retary' means the Secretary of Labor, ex

cept as otherwise expressly provided. 

"(iii) SERVICE DELIVERY AREA.-The 

tenn 'service delivery area' shall have the 

meaning given such term for purposes of 

the Job Training Partnership Act. 

U(F) SET-ASIDE FOR L'"DlA.." TRffiES.-1 

percent of the amount specified in subpara

graph (H) for each fiscal year shall be reserved 

for grants to Indian tribes under section 

412(a)(3). 

"(G) SET-ASIDE FOR EVALt:ATIONS.-O.5 

percent of the amount specified in subpara

graph (H) for each fiscal year shall be reserved 

for use by the Secretary of Health and Human 

Services to carry out section 413(j). 

"(H) FUl\"DI~G.-To carry out this para

graph, there are authorized to· be appro

priated-
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"(i) $700,000,000 for each of fiscal 

years 1998 and 1999; 

"(ii) $1,000,000,000 for fiscal year 

2000; and 

"(iii) $600,000,000 for fiscal year 

2001. 

"(I) BCDGET SCORI:-IG.-Notwithstanding 

section 457(b)(2) of the Balanced Budget and 

Emergency Deficit Control Act of 1985, the 

baseline shall assume that no grant shall be 

made under this paragraph or under section 

412(a)(3) after fiscal year 2001.". 

13 (b) GRANTS TO balUN TRmES.-Section 412(a) of 

14 such Act (42 U.S.C. 612(a» is amended by adding at the 

15 end the following: 

16 "(3) WELFARE-TO-WORK GRA.."<TS.-

17 "(A) bt GENERAL.-The Secretary shall 

18 make a grant in accordance with this paragraph 

19 to an Indian tribe for each fiscal year specified 

20 in section 403(a)(5)(H) for which the Indian 

21 

22 

23 

24 

25 

June 4. 1997 (7:58 a.m.) 

tribe is a welfare-to-work tribe, in such amount 

as the Secretary deems appropriate, subject to 

subparagraph (B) of this paragraph. 

"(B) WELFARE-TO-WORK TRIBE.-An In

dian tribe shall be considered a welfare-to-work 
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tribe for a fiscal year for purposes of this para

graph if the Indian tribe meets the following re

quirements: 

"(i) The Indian tribe has submitted to 

the Secretan' (in the form of an addendum 

to the tribal family assistance plan, if any, 

of the Indian tribe) a plan which describes 

how, consistent with section 403(a)(5), the 

Indian tribe will use any funds provided 

under this paragraph during the fiscal 

year. 

"(ii) The Indian tribe has provided 

the Secretary with an estimate of the 

amount that the Indian tnbe intends to ex

pend during the fiscal year (excluding trib

al expenditures described ill section 

409(a)(,7)(B)(iv)) for activities described in 

section 403(a)(5)(C)(i). 

"(iii) The Indian tribe has agreed to 

negotiate in good faith with the Secretary 

of Health and Human Services with re

spect to the substance of any evaluation 

under section 413(j), and to cooperate with 

the conduct of any such evaluation. 
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1 "(C) LIMITATIONS ON USE OF FUNDS.-

2 Section 403(a)(5)(C) shall apply to funds pro-

3 vided to Indian tribes under this paragraph in 

4 the same manner in which such section applies 

5 to funds provided under section 403(a)(5).". 

6 (c) FL"~DS RECEIYED FROM GRA~TS TO BE DIS-

7 REGARDED 11' APPL Y1XG DURATIONAL LmIT ON AssIST-

8 A.l';CE.-Section 408(a)(7) of such Act (42 U.S.C. 

9 608(a)(7» is amended by adding at the end the following: 

10 "(G) I~A.PPLICABILITY TO WELFARE-TO-

II WORK GRA..'\TS k'IJD ASSISTANCE.-For purposes 

12 of subparagraph (A) of this paragraph, a grant 

13 made under section 403(a)(5) shall not be con-

14 sidered a grant made under section 403, and 

15 assistance from funds provided under section 

16 403(a)(5) shall not be considered assistance. 

17 . (d) EVALUATIONS.-Section 413 of such Act (42 

18 U.S.C. 613) is amended by adding at the end the follow-

19 ing: 

20 "(j) EVALL"ATION OF WELFARE-To-WORK PRo-

21 GRA..'ls.-The Secretary-

22 "(1) shall, in consultation with the Secretary of 

23 Labor, develop a plan to evaluate how grants made 

24 under sections 403(a)(5) and 412(a)(3) have been 

25 used; and 

June 4. 1997 (7:58 a.m.) 
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1 "(2) may evaluate the use of such grants by 

2 such grantees as the Secretary deems appropriate, in 

3 accordance with an agreement entered into with the 

4 grantees after good-faith negotiations.". 

5 SEC. 9002. LIMITATION ON AMOUNT OF FEDERAL FUNDS 

6 TRANSFERABLE TO TITLE XX PROGRAMS. 

7 (a) I" GE:"\ERAL.-Section 404( d) of the Social Secu-

8 rity Act (42 U.S.C. 604(d» is amended-

9 (1) in paragraph (1), by striking "A State 

10 may" and inserting "Subject to paragrnph (2), a 

11 State may"; and 

12 (2) by amending paragraph (2) to read as fol-

l3 lows: 

14 "(2) LIMITATION ON AMOUNT TRANSFERABLE 

15 TO TITLE xx PROGRAMS.-A State may use not 

16 more than 10 percent of the amount of any grant 

17 made to the State under section 403(a) for a fiscal 

18 year to carry out State programs pursuant to title 

19 XX". 

20 (b) RETROACTI\'1TY .-The aIllendments made by 

21 subsection (a) of this section shall take effect as if in-

22 eluded in the enactment of section 103(a) of the Personal 

23 Responsibility and Work Opportunity Reconciliation Act 

24 of 1996. 

June 4. 1997 (7:58 a.m.) 
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1 SEC. 9003. CLARIFICATION OF LIMITATION ON NUMBER OF 

2 PERSONS WHO MAY BE TREATED AS EN. 

3 GAGED IN WORK BY REASON OF PARTICIPA· 

4 TION IN EDUCATIONAL ACTIVlTIES. 

5 (a) 1:\ GEXERAL.-Section 407(c)(2)(D) of the Social 

6 Security Act (42 U.S.C. 607(c)(2)(D» is amended to read 

7 as follows: 

8 "(D) LOUTATIO:\ ox NUl\ffiER OF PER-

9 soxs WHO ~lAY BE TREATED AS ENGAGED IX 

10 WORK BY REASON OF PARTICIPATION IN EDU-

11 CATIONAL ACTIVITIES.-For purposes of deter-

12 mining monthly participation rates under para-

13 graphs (l)(B)(i) and (2)(B) of subsection (b), 

14 not more than 20 percent of the number of in-

15 dividuals in all families and in 2-parent fami-

16 lies, respectively, in a State who are treated as 

17 engaged in 'York for a month may consist of in-

18 dividuals who are determined to be engaged in 

19 work for the month by reason of participation 

20 in vocational educational training, or deemed to 

21 be engaged in work for the month by reason of 

22 subparagraph (C) of this paragraph.". 

23 (b) RETROACTIVITY.-The amendment made by sub-

24 section (a) of this section shall take effect as if included 

25 10 the enactment of section 103(a) of the Personal Re-

June 4. 1997 (7:58 a.m.) 
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1 sponsibility and Work Opportunity Reconciliation Act of 

2 1996. 

3 SEC. 9004. REQUIRED HOURS OF WORK. 

4 (a) Ix GE~"ERAL.-Section 407 of the Social Security 

5 Act (42 U.S.C. 607) is amended by adding at the end the 

6 following: 

7 "(j) LIMITATIOX ON NUMBER OF HOURS PER 

8 MONTH THAT A RECIPIENT OF AssISTANCE MAy BE RE-

9 QLlRED TO WORK FOR A PuBLIC AGENCY OR NOllo"PROFIT 

10 ORGA1'<lZATION.-

11 "(1) IN GE!I."ERAL.-A State to which a grant 

12 is made under section 403 may not require a recipi-

13 ent of assistance under the State program funded 

14 under this part to be assigned to a work experience, 

15 on-the-job training, or community service position 

16 with a public agency or nonprofit organization dur-

17 ing a month for ,more than the allowable number of 

18 hours determined for. the month under paragraph 

19 (2). 

20 "(2) ALLOWABLE NUMBER OF HOURS.-

21 "(A) IN GE:-'"ERAL.-Subject to subpara-

22 . graph (B), the allowable number of hours deter-

23 mined for a month under this paragraph is-

June 4. 1997 (7:58 a.m.) 
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H(i) the value of the includible bene-

fits provided by the State to the recipient 

during the month; divided by 

H(ii) the minimum wage rate in effect 

during the month under section 6 of the 

Fair Labor Standards Act of 1938. 

H(B) STATE OPTION TO TAKE ACCOUNT OF 

CERTAI:\ WORK ACTMTIES.-

H(i) IN GENERAL.-In determining 

the allowable number of hours for a month 

for a sufficiently employed recipient, the 

State may subtract from the allowable 

number of hours calculated under subpara

graph (A) the number of hours during the 

month for which the recipient participates 

in a work activity described in paragraph 

(6), (8),/(9), or (11) of subsection (d). 

H(ii) SUFFICIENTLY EMPLOYED RE

CIPIENT.-As used in clause (i), the term 

'sufficiently employed recipient' means, 

with respect to a month, a recipient who is 

employed during the month for a number 

of hours that is not less than-

H(1) the sum of the dollar value 

of any assistance provided to the re-
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1 cipient during the month under the 

2 State program funded under this part, 

3 and the dollar value equivalent of any 

4 benefits provided to the recipient dur-

5 ing . the month under the food stamp 

6 program under the Food Stamp Act 

7 of 1977; divided by 

8 "(II) the minimum wage rate in 

9 effect during the month under section 

10 6 of the Fair Labor Standards Act of 

11 1938. 

12 "(3) DEFI~"1TION OF VALUE OF THE INCLUD-

13 mLE BE~'EFITS.-As used in paragraph (2)(A) , the 

14 term 'value of the includible benefits' means, with 

15 respect to a recipient-

16 "(A) the dollar value of any assistance 

17 under the State program funded under this 

18 part; 

19 "(B) the dollar value equivalent of any 

20 benefits under the food stamp program under 

21 the Food Stamp Act of 1977; 

22 "(C) at the option of the State, the dollar 

23 value of benefits under the State plan approved 

24 under title XIX, as determined in accordance 

25 with paragraph (4); 

June 4. 1997 (7:58 a.m.) 
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I "(D) at the option of the State, the dollar 

2 "alue of child care assistance; and 

3 "(E) at the option of the State, the dollar 

4 value of housing benefits. 

5 "(4) VALUATION OF MEDICAID BENEFITS.-Ao-

6 nually, the Secretary shall publish a table that speci-

7 fies the dollar "alue of the insurance coverage pro-

8 vided under title XIX to a family of each size, which 

9 may take account of geographical variations or other 

10 factors identified by the Secretary. 

II "(5) TREATMENT OF RECIPIENTS ASSIGNED TO 

12 CERTAIN POSITIONS WITH A PUBLIC AGENCY OR 

13 NONPROFIT ORGANIZATION.-A recipient of assist-

14 ance under a State program funded under this part 

15 who is engaged in work e}'."perience or community 

16 sen'ice with a public agency or nonprofit organiza-

17 tion shall not bec6nsidered an employee of the pub-

18 lic agency or the nonprofit organization. Nothing in 

19 this paragraph shall be construed to affect the em-

20 ployment status of any other individual participating 

21 in a work acti,'ity pursuant to this part.". 

22 (b) RETROACTn'lTY.-The amendment made by sub-

23 section (a) of this section shall take effect as if included 

24 in the enactment of section l03(a) of the Personal Re-

June 4. 1997 (8:06 a.m.) 
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1 sponsibility and Work Opportunity Reconciliation Act of 

2 1996. 

3 SEC. 9005. PENALTY FOR FAILURE OF STATE TO REDUCE 

4 ASSISTANCE FOR RECIPIENTS REFUSING 

5 WITHOUT GOOD CAUSE TO WORK. 

6 (a) Ix GEXERAL.-Section 409(a) of the Social Secu-

7 rity Act (42 U.S.C. 609(a» is amended by adding at the 

8 end the following: 

9 "(13) PE!I."ALTY FOR FAILURE TO REDUCE AS-
-

10 SISTAJI."CE FOR RECIPIENTS REFUSING WITHOUT 

11 GOOD CAUSE TO WORK.-

12 "(A) IN GE~'"ERAL.-If the Secretary deter-

13 mines that a State to which a grant is made 

14 under section 403 in a fiscal year has violated 

15 section 407(e) during. the fiscal year, the Sec-

16 retary shall reduce the grant payable to the 

17 State under i section 403(a)(1) for the imme-

18 diately succeeding fiscal year by an amount 

19 equal to not less than 1 percent and not more 

20 than 5 percent of the State family assistance 

21 grant. 

22 "(B) PENALTY BASED ON SEVERITY OF 

23 FAILURE.-The Secretary shall impose reduc-

24 tions under subparagraph (A) with respect to a 

June 4. 1997 (7:58 a.m.) 



F:\JDG\ WM\RECON97\DRAFl'.003 

28 

1 fiscal year based. on the degree of noncompli-

2 ance.". 

3 (b) RETROACTIVITY.-The amendment made by sub-

4 section (a) of this section shall take effect as if included. 

5 in the enactment of section 103(a) of the Personal Re-

6 sponsibility and Work Opportunity Reconciliation Act of 

7 1996. 

8 Subtitle B-Supplemental Security 
9 Income 

-
10 SEC. 9101. REQUIREMENT TO PERFORM CHILDHOOD DIS-

11 ABILITY REDETERMINATIONS IN MISSED 

12 CASES. 

13 Section 211(d)(2) of the Personal Responsibility and 

14 Work Opportunity Reconciliation Act of 1996 (110 Stat. 

15 2190) is amended-

16 

17 

18 

19 

20 

21 

22 

23 

24 

June 4.1997 (7:58 a.m.) 

(1) in subparagraph (A)-

(A) in the 1st sentence, by striking "1 

year" and inserting "18 months"; and 

(B) by inserting after the 1st sentence the 

following: "Any redetermination required by the 

preceding sentence that is not performed. before 

the end of the period described in the preceding 

sentence shall be performed. as soon as is prac

ticable thereafter."; and 
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1 (2) in subparagraph (C), by adding at the end 

2 the following: "Before commencing a redetermina-

3 tion under the 2nd sentence of subparagraph (A), in 

4 any case in which the individual involved has not al-

5 ready been notified of the provisions of this para-

6 graph, the Commissioner of Social Security shall no-

7 tify the individual involved of the provisions of this 

8 paragraph.". 

9 SEC. 9102. REPEAL OF MAINTENANCE OF EFFORT RE-

10 QUIREMENTS APPLICABLE TO OPTIONAL 

11 STATE PROGRAMS FOR SUPPLEMENTATION 

12 OF SSI BENEFI11S. 

13 Section 1618 of the Social Security Act (42 U.S.C. 

14 1382g) is repealed. 

15 SEC. 9103. FEES FOR FEDERAL ADMINISTRATION OF STATE 

16 SUPPLEMENTARY PAYMENTS. 

17 (a) FEE SCHEDULE.-

18 (1) OPTJOXAL STATE SUPPLEMENTARY .PAY-

19 MENTS.-

20 (A) Ix GE~"ERAL.-Section 1616(d)(2)(B) 

21 of the Social Security Act (42 U.S.C. 

22 1382e(d)(2)(B» is amended-

23 (i) by striking "and" at the end of 

24 clause (iii); and 

June 4. 1997 (7:58 a.m.)· 
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1 (ii) by striking clause (iv) and insert-

2 ing the following: 

3 "(iv) for fiscal year 1997, $5.00; 

4 "(v) for fiscal year 1998, $6.20; 

5 "(vi) for fiscal year 1999, $7.60; 

6 "(vii) for fiscal year 2000, $7.80; 

7 "(viii) for fiscal year 2001, $8.10; 

8 "(ix) for fiscal year 2002, $8.50; and 

9 "(x) for fiscal year 2003 and each succeeding 

10 fiscal year-

11 "(I) the applicable rate in the preceding 

12 fiscal year, increased by the percentage, if any, 

13 by which the Conswner Price Index for the 

14 month of June of the calendar year of the in-

15 crease exceeds the Conswner Price Index for 

16 the month of June of the calendar year preced-

17 ing the calendar year of the increase, and 

18 

19 

20 

21 

22 

23 

24 
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rounded to the nearest whole cent; or 

"(II) such different rate as the Commis

sioner determines is appropriate for the State.". 

(B) CO:-IFORMING A?dElI<'DMENT.-Section 

1616(d)(2)(C) of such Act (42 U.S.C. 

1382e(d)(2)(C» IS amended by striking 

"(B)(iv)" and inserting "(B)(x)(II)". 
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1 (2) MANDATORY STATE SUPPLEMENTARY PAY-

2 MENTS.-

3 (A) I~ GE~'"ERAL.-Section 

4 212(b)(3)(B)(ii) of Public Law 93-66 (42 

5 U.S.C. 1382 note) is amended-

6 (i) by striking· "and" at the end of 

7 subclause (III); and 

8 (ii) by striking subclause (IV) and in-

9 serting the following: 

10 "(IV) for fiscal year 1997, $5.00; 

11 "(v) for fiscal year 1998, $6.20; 

12 "(VI) for fiscal year 1999, $7.60; 

13 "(VII) for fiscal year 2000, $7.80; 

14 "(VIll) for fiscal year 2001, $8.10; 

15 "(IX) for fiscal year 2002, $8.50; and 

16 "(X) for fiscal year 2003 and each succeeding 

17 fiscal year- ; 

18 "(aa) the applicable rate in the pre:ceding 

19 fiscal year, increased by the percentage, if any, 

20 by which the Consumer· Price Index for the 

21 month of June of the calendar year of the in-

22 crease exceeds the Consumer Price Index for 

23 the month of June of the calendar year preced-

24 ing the calendar year of the increase, and 

25 rounded to the nearest whole cent; or 

June 4. 1997 (7:58 a.m.) 
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1 "(bb) such different rate as the Commis-

2 sioner determines is appropriate for the State.". 

3 (B) CONFOR.\uNO AllE:--"DMENT.-Section 

4 212(b)(3)(B)(iii) of such Act (42 U.S.C. 1382 

5 note) is amended by striking "(ii)(IV)" and in-

6 serting "( ii )(X)(bb)" . 

7 (b) USE OF NEW FEES To DEFRAY THE SoCIAL SE-

8 CURITY ADMIXISTRATION'S ADlflXISTRATIVE Ex-

9 PENSES.-

10 (1) CREDIT TO SPECIAL FDin FOR FISCAL 

11 YEAR 1998 A.'ID SUBSEQUENT YEARS.-

12 (A) OPTIONAL STATE SUPPLEMENTARY 

13 PAYMENT FEES.-Section 1616(d)(4) of the 80-

14 cial Security Act (42 U.S.C. 1382e(d)(4» is 

15 amended to read as follows: 

16 "(4)(A) The first $5 of each administration fee as-

17 sessed pursuant to paragraph (2), upon collection, shall 

18 be deposited in the general fund of the Treasury of the 

19 United States as miscellaneous receipts. 

20 "(B) That portion of each administration fee in ex-

21 cess of $5, and 100 percent of each additional services 

22 fee charged pursuant to paragraph (3), upon collection for 

23 fiscal year 1998 and each subsequent fiscal year, shall be 

24 credited to a special fund established in the Treasury of 

25 the United States for State supplementary payment fees. 

June 4. 1997 (7:58 a.m.) 
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1 The amounts so credited, to the extent and in the amounts 

2 provided in advance in appropriations Acts, shall be avail-

3 able to defray expenses incurred in carrying out this title 

4 and related laws.". 

5 (B) MA.."DATORY STATE SUPPLE:\1EXTARY 

6 PADlE:\T FEES.-Section 212(b)(3)(D) of Pub-

7 lie Law 93-66 (42 U.S.C. 1382 note) is amend-

8 ed to read as follows: 

9 "(D)(i) The first $5 of each administration fee as-

10 sessed pursuant to subparagraph (B), upOn collection, 

11 shall be deposited in the general fund of the Treasury of 

12 the United States as miscellaneons receipts. 

13 "(ii) The portion of each administration fee in excess 

14 of $5, and 100 percent of each additional services fee 

15 charged pursuant to subparagraph (C), upon collection for 

16 fiscal year 1998 and each subsequent fiscal year, shall be 

17 credited to a special fund established in the Treasury of 

18 the United States for State supplementary payment fees. 

19 The amounts so credited, to the extent and in the amounts 

20 provided in advance in appropriations Acts, shall be avail-

21 able to defray expenses incurred in carrying out this sec-

22 tion and title 1I..'VI of the Social Security Act and related 

23 laws.". 

24 (2) LThOTATIO:\S ON AUTHORIZATION OF AP-

25 PROPRIATIONS.-From amounts credited pursuant 

June 4. 1997 (7:58 a.m.) 
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to section 1616(d)(4)(B) of the Social Security Act 

and section 212(b)(3)(D)(ii) of Public Law 93-66 to 

the special fund established in the Treasury of the 

United States for State supplementary payment 

fees, there is authorized to be appropriated an' 

amount not to exceed $35,000,000 for fiscal year 

1998, and such sums as may be necessary for each 

fiscal year thereafter. 

Subtitle C-Child Support 
Enforcement 

SEC. 9201. CLARIFICATION OF AUTHORITY TO PERMIT CEll-

TAIN REDISCLOSURES OF WAGE AND CLAIM 

INFORMATION. 

Section 303(h)(I)(C) of the Social Security Act (42 

U.S.C. 503(h)(I)(C» is amended by striking "section 

453(i)(1) in carrying out the child support enforcement 

program under title IV" and inserting "subsections (i)(I), 

(i)(3), and (j) of section 453" . 

Subtitle D-Restricting Welfare 
and Public Benefits for Aliens 

SEC. 9301. EX'1'ENSION OF ELIGmILITY PERIOD FOR REFU· 

GEES FROM II TO 7 YEARS FOR SSI, TANF, AND 

OTHER BENEFITS. 

(a) SSI .Mol> OTHER BElIo"EFITs.-Section 

402(a)(2)(A) of the Personal Responsibility and Work Op-
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1 portunity Reconciliation Act of 1996 (8 U.S.C. 

2 1612(a)(2)(A» is amended-

3 (1) by striking "5 years after the date"; 

4 (2) in clause (i) by inserting "7 years after the 

5 date" after "(i)"; and 

6 (3) in clauses (ii) and (iii) by inserting "5 years 

7 after the date" before "an"_ 

8 (b) TANF Alm OTHER BE:-'"EFITS.-Section 

9 402(b)(2)(A)(i) of the Personal Responsibility and Work 

10 Opportunity Reconciliation Act of 1996 (8 U.S.C. 

11 1612(b)(2)(A)(i» is amended by striking "5 years" and 

12 inserting "7 years". 

13 SEC. 9302. SSI EUGmILITY FOR ALIENS RECEIVING SSI ON 

14 AUGUST 22,1996. 

15 (a) L" GE:'Io"ERAL.-Section 402(a)(2) of the Personal 

16 Responsibility and Work Opportunity Reconciliation Act 

i7 of 1996 (8 U.S.C. 1612(a)(2» is amended by adding after 

18 subparagraph (D) the following new subparagraph: 

19 "(E) ALIENS RECEIVING SSI ON AUGUST 

20 22, 1996.-With respect to eligibility for bene-

21 fits for the program defined. in paragraph 

22 (3)(A) (relating to the supplemental security in-

23 come program), paragraph (1) shall not apply 

24 to an alien-

June 4.1997 (7:58 a.m.) 
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"(i) who was receiving such benefits 

on August 22, 1996; and 

"(ii)(I) on whose behalf an affidavit of 

support was not executed for purposes of 

the Immigration and Nationality Act; or 

"(II) on whose behalf an individual 

executed an affidavit of support but the in

dividual is deceased or the individual's in

come is below 150 percent of the Federal 

poverty line.". 

AME!'o<'DMENTS.-Section 

12 402(a)(2)(D) of the Personal Responsibility and Work Op-

13 portunity Reconciliation Act of 1996 (8 U.S.C. 

14 1612(a)(D» is amended-

15 (1) by striking clause (i); 

16 (2) in the subparagraph heading by striking 

17 "BE?'I."EF1TS" and inserting "FOOD STAMPS"; 

18 (3) by striking "(ii) FOOD STAMPS"; 

19 (3) by redesignating subclauses (I), (II), and 

20 (ill) as clauses (i), (ii), and (iii). 

21 SEC. 9303_ 881 EUGmILITY FOR PERMANENT RESIDENT 

22 ALIENS WHO ARE MEMBERS OF AN INDIAN 

23 TRIBE. 

24 Section 402(a)(2) of the Personal Responsibility and 

25 Work Opportunity &conciliation Act of 1996 (8 U.S.C. 

June 4.1997 (7:58 a.m.) 
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1 1612(a)(2» (as amended by section 9302) is amended by 

2 adding after subparagraph (E) the following new subpara-

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

graph: 

"(F) PER~lA."E!\T RESIDE:\T ALJEXS WHO 

ARE ~IE~IBERS OF A.'i J!\DlA.'I; TRIBE.-With re

spect to eligibility for benefits for the program 

defined in paragraph (3)(A) (relating to the 

supplemental security income program), para

graph (1) shall not apply to an alien who-

"(i) is lawfully admitted -for perma

nent residence under the Immigration and 

Nationality Act; and 

"(ii) is a member of an Indian tribe 

(as defined in section 4(e) of the Indian 

Self-Determination and Education Assist

ance Act).". 

17 SEC. 9304. PUBUC CHARGE PLEDGE. 

18 (a) 1:\ GE!\ERAL.-As a requirement for the issuance 

19 of any visa under the Immigration and Nationality Act, 

20 an alien shall provide a signed acimowledgement of the 

21 public charge ground for exclusion and removal and a 

22 pledge that the alien will not become a public charge while 

23 present in the United States. 

24 (b) TEXT OF PLEDGE.-The text of the pledge under 

25 subsection (a) shall be as follows: "I acimowledge and un- . 
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1 derstand that as an alien in the United States I will be 

2 deportable and subject to removal from the United States 

3 should I become a public charge and I will be excluded 

4 from the United States in the future. I will not become 

5 a public charge so as not to become a burden to the ta.,,-

6 payers of the United States.". 

7 SEC. 9305. VERIFICATION OF ELIGmlLlTY FOR STATE AND 

8 LOCAL PUBLIC BENEFITS. 

9 (a) IN GE:-""ERAL.-The Personal Responsibility and 

10 Work Opportunity Reconciliation Act of 1996 is amended 

11 by adding after section 412 the following new section: 

12 "SEC. 413. AUTHORIZATION FOR VERIFICATION OF ELIGI-

13 BILlTY FOR STATE AND LOCAL PUBLIC BENE-

14 FITS. 

15 "A State or political subdivision of a State is author-

16 ized to require an applicant for State and local public ben-

17 efits (as defined in section 41l(c» to provide proof of eli-

18 gibility." . 

19 (b) CLERICAL .AME:-"'DMENT.~tion 2 of the Per-

20 sonal Responsibility and Work Opportunity Reconciliation 

21 Act of 1996 is amended by adding after the item related 

22 to section 412 the following: 

"Sec. 413. Authorization for verification of eligibility for state and local public 
benefits." . 

.June 4,1997 (7:58 a.m.) 
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1 Subtitle E-Unemployment 
2 Compensation 
3 SEC. 9401. CLARIFYING PROVISION RELATING TO BASE PE-

4 RlODS. 

5 (a) Ix GEXERAL.-No pro\'ision of a State law under 

6 which the base period for such State is defined or other-

7 wise determined shall, for purposes of section 303(a)(1) 

8 of the Social Security Act (42 U.S.C. 503(a)(1», be con-

9 sidered a provision for a method of administration. 
-

10 (b) DEFI~lTIONS.-For purposes of this section, the 

11 terms "State law", "base period", and "State" shall have 

12 the meanings given them under section 205 of the Fed-

13 eral-State Extended Unemployment Compensation Act of 

14 1970 (26 U.S.C. 3304 note). 

15 (c) EFFECTIVE DATE.-This section shall apply for 

16 purposes of any period beginning before, on, or after the 

17 date of the enactment of this Act. 

18 SEC. 9402. INCREASE IN FEDERAL UNEMPLOYMENT ACe 

19 COUNT CEILING. 

20 Section 902(a)(2) of the Social Security Act (42 

21 U.S.C. 1l02(a)(2» is amended by striking "0.25 percent" 

22 and inserting "0.5 percent". 

June 4. 1997 (7:58 am.) 
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1 .SEC. 9403. SPECIAL DISTRIBUTION TO STATES FROM UNEM· 

2 PLOYMENT TRUST FUND. 

3 (a) 1:-; GE~'ERAL.-Section 903 of the Social Security 

4 Act (42 U.S.C. 1103) is amended by adding after sub

S section (c) the following new subsection: 

6 "(d)(1) For the purpose described in paragraph (3), 

7 there are authorized to be appropriated, from amounts 

8 otherwise available in the employment security administra· 

9 tion account, the Federal unemployment account, or the 

10 extended unemployment compensation ~ account, 

11 $100,000,000 for each of fiscal years 2000, 2001, and 

12 2002. 

13 "(2) Any amount appropriated pursuant to this sub-

14 section for a fiscal year shall be allocated among the 

15 States in accordance .with the same formula as is used to 

16 allocate funds among the States for administration of 

17 State unemployment c()mpensation laws under title ill for 

18 such fiscal year. 

19 "(3) The amount allocated to a State under this sub-

20 section for any fiscal year shall be transferred to the ac-

21 count of such State in the Unemployment Trust Fund, 

22 to be used for expenses incurred by the State for adminis-

23 tration of its unemployment compensation law. 

24 "( 4) Transfers under this subsection for any fiscal 

25 year shall be made at the beginning of such fiscal year, 

26·' but only after all transfers required to be made at the 
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1 beginning of such fiscal year have been made under sec-

2 tion 901(f)(3)(B), section 902(a), and subsection (a). 

3 "(5) Subsection (b) shall apply with respect to 

4 amounts under this subsection in the same manner as it 

5 applies with respect to amounts under subsection (a)." 

6 (b) CO~FOR~!I~G 1U[E~D~IE~TS.-

7 (1) Subparagraph (B) of section 3304(a)(4) of 

8 the Internal Revenue Code of 1986 is amended-

9 (A) by striking "(B)" and inserting 

10 "(B)(i)", 

11 (B) by adding "and" after the semicolon, 

12 and 

13 (C).by adding at the end the following new 

14 clause: 

15 "(ii) the amounts specified by section 

16 903(d) of the Social Security Act may be used 

17 for expenses incurred by the State for adminis-

18 tration of its unemployment compensation 

19 law;". 

20 (2) Paragraph (2) of section 3306(f) of such 

21 Code is amended-

22 

23 

24 

25 

June 4.1997 (7:58 a.m.) 
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1 (C) by adding at the end the following new 

2 subparagraph: 

3 "(B) the amounts specified by section 903(d) of 

4 the Social Security Act may be used for expenses in-

5 curred by the State for administration of its unem-

6 ployment compensation law;". 

7 (3) Section 303(a)(5) of the Social Security Act 

8 (42 U.S.C. 503(a)(5» is amended by inserting after 

9 the second proviso the following: "Provided further, 

10 That the amounts specified by section 903(d) of the 

11 Social Security Act may be used for expenses in-

12 curred by the State for administration of its unem-

13 ployment compensation law;". 

14 SEC. 9404. INTEREST-FREE ADVANCES TO STATE AC-

15 COUNTS IN UNEMPLOYMENT TRUST FUND 

16 RESTRICTED TO STATES WHICH MEET FUND-

17 ING GOALS. 

18 (a) IN GENERAL.-Paragraph (2) of section 1202(b) 

19 of the Social Security Act (42 U.S.C. 1322(b» is amend-

20 ed-

21 (1) by striking "and" at the end of subpara-

22 graph (A), 

23 (2) by striking the period at the end of sub-

24 paragraph (B) and inserting ", and", and 
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1 (3) by adding at the end the following new sub-

2 paragraph: 

3 "(C) the average daily balance in the account of 

4 such State in the Unemployment Trust Fund for 

5 each of 4 of the 5 calendar quarters preceding the 

6 calendar quarter in which such advances were made 

7 exceeds the funding goal of such State (as defined 

8 in subsection (d))." 

9 (b) FT.:NDI]I;G GoAL DEFI~'ED.-Section 1202 of the 

10 Social Security Act is amended by adding at the end the 

11 following new subsection: 

12 "(d) For purposes of subsection (b)(2)(C), the term 

13 'funding goal' means, for any State for any calendar quar-

14 ter, the average of the unemployment insurance benefits 

15 paid by such State during each of the 3 years, in the 20-

16 year period ending with the calendar year cont.aining such 

17 calendar quarter, during which the State paid the greatest 

18 amount of unemployment benefits." 

19 (c) EFFECTIVE DATE.-The amendments made by 

20 this section shall apply to calendar years beginning after 

21 December 31, 1997. 

June 4. 1997 (7:58 a.m.) 



THE WHITE HOUSE 

WASH INGTON 

June 2, 1997 

MEMORANDUM FOR THE CHlEF OF STAFF 

FROM: Bruce Reed 

SUBJECT: Welfare to Work Update 

CC: John Hilley, Franklin Raines, Gene Sperling 

Attached is a one page description of the latest welfare to work proposal we are 
discussing with House Ways and Means Human Resources Subcommittee, which plans to hold a 
markup on Friday. 

After meeting with Leg Affairs, Intergovernmental Affairs, OMB, NEC, CEA, Dept. of 
Labor, HHS, HUD, and Dept. of Treasury, we met this afternoon with GOP subcommittee staff 
director Ron Haskins and negotiated substantial improvements over the subcommittee's initial 
draft. 

The new draft substantially reflects the most important priorities set forth by the 
Administration, that as much money as possible go to cities, that a substantial portion of the funds 
be awarded on a competitive basis, and that communities have appropriate flexibility to use the 
money. A substantial portion of the money will go directly to the 100 cities with the most poor 
people. Most of the money given to the states will automatically be passed through to areas of 
high poverty and high unemployment and long-term welfare dependency (primarily cities), and 
spending will be controlled by PICs appointed by mayors. On our two other priQrities, 
performance and displacement, the subcommittee is still open to some form of performance 
bonus, but adamantly opposes nondisplacement language. 

We are continuing to consult with mayors and other interested parties to make sure these 
improvements address their concerns. In addition, we will continue to work with House and 
Senate staff to build on this progress. We should note that this proposal reflects the Ways and 
Means Committee staff draft, which may change once Members of Congress begin to consider it. 
In addition, we will continue to work with the agencies and others in the White House regarding 
other provisions the Committee may include in its mark -- regarding legal immigrants, minimum 
wage exemptions, privatization, and other welfare issues -- which we oppose and are outside the 
scope of the budget agreement. 



Revised Ways and Means Subcommittee Welfare to Work Proposal (612/27) 
(after discussions with Chairman Shaw's staff) 

Half of the $3 billion welfare to work fund would be distributed based on a formula, and half 
would be awarded on a competitive basis. 

Fonuula Grants (50% of total) 

85% in formula grants: 
• Distributed to substate service delivery areas according to a formula based on the 

number of people in poverty, the number of unemployed, and the number oflong
term welfare recipients. At least 50% of the formula shall be the number of people 
in poverty; the remaining 50% could be people in poverty and/or number of 
unemployed and/or number of people who have been on welfare for at least 30 
months, at the state's discretion. 

• A service delivery area must meet a threshold amount of need to receive a grant 
(must have enough people in poverty, etc. to warrant at least a $100,000 grant). 

• Grants would be controlled by local private industry councils appointed by mayors. 

15% in governors' grants: 
• To be spent on long-term recipients in areas of the state chosen by governors. 

A 33% state match is required to obtain federal funds. 

States must meet 80% T ANF maintenance of effort to quality (an increase from 
75% MOE under the new welfare law). 

Competitive Grants (50% of total) 

75% grants awarded competitively to welfare to work projects in 100 cities or service 
delivery areas with the most number of people in poverty. 

25% grants to other areas (rural areas, counties, or cities that aren't in the top 100). 

Allowable Uses include public sector job creation, private sector wage subsidies, on-the-job 
training, contracts with public or private job placement programs, job vouchers, and job retention 
or support services. 

No performance bonus. 
No additional anti-displacement language. 
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Welfare to Work Talking Points 
6/4/97 

We are pleased that the Ways and Means subcommittee has included in its mark a 
$3 billion welfare to work proposal that meets many of the Administration's 
priorities: 

• It provides additional funds for jobs where they're needed most: to help long 
term recipients in high unemployment/high poverty areas; 

• It directs funds to cities and local governments with large numbers of poor 
people; 

• It awards some funds on a competitive basis, assuring the best use for 
scarce resources; 

• It provides communities with appropriate flexibility to use the funds to create 
succesful job placement and creation programs. 

We are pleased that Congressman Shaw was willing to work in a bipartisan basis to 
incorporate many of the Administration's priorities. We continue to urge the 
Committee to add stronger language to better protect against worker displacement 
and to provide additional incentives for success through performance bonuses. 

The President proposed a $3 billion welfare to work program last fall and fought to 
have it included in the bipartisan balanced budget agreement. A centerpiece of the 
President's second-term agenda, the proposal will help move one million adults 
from welfare to work by the year 2000. 

Page ~JI 



tJ Cynthia A. Rice 06/04/97 06:20:43 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Emily Bromberg/WHO/EOP 

cc: 
Subject: Language for Raines to Shaw letter: PLEASE EXAMINE ASAP 

OMB is trying to draft this letter to Shaw now, and Diana and I want to give them language to start 
off in the right direction on those things we are most involved in. AS YOU KNOW, THE MARKUP 
IS PROBABLY GOING TO BE TOMORROW, SO WE'RE TRYING TO GET THE LETTER DRAFTED 
NOW. Diana is drafting language on FLSA. Below is possible language on other welfare issues. 
Would you like to revise this before I send to OMB? 

We are pleased the bipartisan balanced budget amendment includes the President's $3 billion 
welfare to work proposal and that the Ways and Means subcommittee has included in its mark 
a version that meets many of the Administration's priorities: 

It provides additional funds for jobs where they're needed most: to help long term recipients in high 
unemploymentlhigh poverty areas; 
It directs funds to cities and local governments with large numbers of poor people; 
[t awards some funds on a competitive basis, assuring the best use for scarce resources; 
It provides communities with appropriate flexibility to use the funds to create succesful job placement and 
creation programs. 

We do, however, strongly oppose the Committee's decision not to add stronger language to prevent worker 
displacement. In addition, we encourage the Committee to amend the proposal to provide additional incentives 
for success through performance bonuses. [IS THIS ENOUGH ON WORKER DISPLACEMENTI] 

The Administration is concerned that the Chairman's mark makes several changes to the TANF program which 
are outside the scope of the budget agreement, including changes to the TANF work rules, state penalties, and 
fund transferability. 



tJ Cynthia A. Rice 06/04/9706:57:10 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 
Subject: Immigration Statement by VP 

Here's the statement released today by the VP: 

June 4, 1997 

STATEMENT OF THE VICE PRESIDENT 

Message Creation Date was at 4-JUN-1997 17:24:00 

THE WHITE HOUSE 

Office of the Vice President 

For Immediate Release: Contact:(202) 456-7035 
June 4, 1997 

STATEMENT OF THE VICE PRESIDENT 

ON THE HOUSE WAYS AND MEANS 

SUBCOMMITTEE WELFARE PROPOSAL 

I am very concerned about how the proposed Republican amendments to the 
welfare law would affect disabled legal immigrants. The amendments are harsh, 
unfair, and unnecessary, and they violate the terms of the bipartisan balanced 
budget agreement by failing to restore a minimal safety net for these 
individuals. 

The Republican proposal is unfair to families of limited means. In failing to 
restore benefits for SSI beneficiaries whose sponsors have incomes over 150 
percent of the poverty level, it would cut off 100,000 severely disabled 
immigrants who would receive benefits under the budget agreement. A family of 
four with an income as low as $24,000 would have to fully support a person with 
a severe disability. 

The Republican proposal also fails to protect SSI and Medicaid benefits for 
legal immigrants who were in the United States as of August 23, 1996 and later 
become disabled. As a result, it violates a key provision in the budget 
agreement that was designed to target assistance to the most vulnerable 



individuals. 

The provisions affecting disabled legal immigrants were an important element 
of the budget agreement, and the Administration worked hard to secure them. We 
expect both sides to adhere to them. 

Message Sent To: 

Bruce N. Reed/OPO/EOP 
Elena Kagan/OPO/EOP 
Oiana Fortuna/OPO/EOP 
Kenneth S. Apfel/OMB/EOP 
Barry White/OMB/EOP 
Keith J. Fontenot/OMS/EOP 
Jack A. Smalligan/OMS/EOP 
Emily Bromberg/WHO/EOP 
Janet Murguia/WHO/EOP 
Susan A. BrophyIWHO/EOP 



tJ Cynthia A. Rice 06/04/97 08: 18:38 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 
Subject: Changes to W&M Welfare Markup on Immigrants and Welfare to Work 

---------------------- Forwarded by Cynthia A. Rice/OPO/EO? on 06/04/97 08: 15 PM ---------------------------

Jack A. Smalligan 
06/04/9708:15:22 PM 

Record Type: Record 

To: Diana Fortuna/OPO/EOP, Cynthia A. Rice/OPO/EOP 

cc: 
Subject: Changes to W&M Welfare Markup on Immigrants and Welfare to Work 

••• ------------------- Forwarded by Jack A. Smailigan/OM8/EOP on 06/04/97 08:15PM ---------------------------

Jack A: Smalligan 
06/04/97 08: 15:01 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 
Subject: Changes to W&M Welfare Markup on Immigrants and Welfare to Work 

Levin's staff told HHS that the 150% of poverty benefits for immigrants restriction has been 
dropped from the markup and the % of W~to-W money"for poor cities has dropped from 75% to 
65% 

Message Sent To: 



tJ Cynthia A. Rice 06/03/9706:58:19 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

cc: Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Emily Bromberg/WHO/EOP 
Subject: Blue Dogs and Welfare to Work 

I spoke to Chad Jenkins/Rep. Tanner who: 

1) Gave me a hard time about flacking for the cities and union at expense of good policy ("Every 
time we get something good in there you guys get it taken out") 

2) Argued that we should have criteria in the law upon which to award the competitive grants to 
insure the competition is based on merit. At a minimu, we should add that the Secretary shall 
develop such criteria (he's going to relay' this to Ron directly). 

3) Said his boss will offer a performance bonus amendment at full committee (next week) and says 
it has a good chance of passing. Haskins explicitly told him that it would not be fair to say that 
Shaw and Archer oppose it. They have drafted language, but would like our technical assistance 
in making sure that it rewards placement and retention 

Therefore, I will get their draft to our working group and ask for technical assistance ASAP. Okay? 



From: Kenneth S. Apfel on 06/03/97 06:03:31 PM 

Record Type: Record 

To: Barry White/OMB/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Re: BA/Outlay point on WTW INl 

The numbers in the agreement were outlays, and the SA in the legislation should be our estimate of 
SA to match our outlays. 

Message Copied To: 

Elena Kagan/OPD/EOP 
Bruce N. Reed/OPD/EOP 
Cynthia A. Rice/OPD/EOP 
Emil E. Parker/OPD/EOP 
Janet MurguiaIWHO/EOP 
Emily BrombergIWHO/EOP 
Anne H. Lewis/OPD/EOP 
Larry R. Matlack/OMB/EOP 
Keith J. FontenotlOMB/EOP 
Maureen H. Walsh/OMB/EOP 
Jeffrey A. Farkas/OMB/EOP 



R=fI" 
tJ~~·,j-£)(>. Barry White 
f"i'" ,.,,, 06/03/97 05:38:58 PM 
, 
Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: Larry R, Matlack/OMB/EOP, Keith J. FontenotiOMB/EOP, Maureen H. Walsh/OMB/EOP, Jeffrey A. 
Farkas/OMB/EOP 

Subject: BA/Outlay point on WTW 

My staff noticed that the Haskins draft picks up the outlay stream from the agreement, but the 
numbers read as SA. If it is SA (which would make sense in terms of the grant process 
envisioned), those numbers won't hit the outlay stream in the Agreement; in particular, the bill 
would likely be scored as having outlays in 2002, which is a no no. 

I've asked DOL (Uhalde) to call this to Ron's attention tonight. One fix would be to back the SA up 
into the earlier years. Ron may have other ideas. The point is to avoid having CSO score the bill as 
inconsistent with the budget agreement. 

Message Sent To: 

Kenneth S. ApfeliOMB/EOP 
Elena Kagan/OPD/EOP 
Bruce N. Reed/OPD/EOP 
Cynthia A. Rice/OPD/EOP 
Emil E. Parker/OPD/EOP 
Janet Murguia/WHO/EOP 
Emily BromberglWHO/EOP 
Anne H. Lewis/OPD/EOP 



lJ Cynthia A. Rica 06/03/9702:17:00 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Susan A. BrophylWHO/EOP 

cc: Elena Kagan/OPD/EOP, Diana FortunaIOPD/EOP, Emily Bromberg/WHO/EO~, Cathy R. Mays/OPD/EOP 
Subject: I think the Admin welfare to work team should meet with Senate THIS week 

Bruce and Susan -- you spoke yesterday about whether it's time to meet with Senate Committee 
folks on welfare to work. I had a conversation today with Doug Steiger/Finance Dems that 
convinced me we SHOULD meet this week -- I'd suggest Thursday to avoid the W&M markup. 
Here's why: 

Steiger has been working with Joan Huffer of Daschle's staff on a proposal for some time. Like us, 
they've shifted positions several times. Their latest idea -- new since Friday -- falls short of meeting 
our major priorities by not targetting enough money to cities and by treating cities and states 
differently. Their proposal does however, include performance bonuses and anti-displacement 
language and use of funds for job creation. Daschle may want to introdllce a separate bill next 
week so we need to meet with them soon to officially relay our concerns. Here's their current 
plan: 

50% distributed by formula to states States must spend funds in qualifying communities 
(high poverty/high unemployment areas) on qualifying individuals but states have complete 
discretion as to which qualifying communities to spend the money in (1:e, all the funds could be 
spent in one county). Includes performance bonuses, 20% match and 

80% MOE. 

\ 50% competi1ive grants, available to cities and counties. 25% of these funds would be 
Lt-aside for rural areas (there may be pressure to increase this). 

I would suggest one meeting with Doug Steiger/Finance Dems(224-6699) and Joan Huffer/Daschle 
(224-8676) together and another meeting with Dennis Smith, Finance GOP (224-5315 or 6953). 
Steiger thinks Smith is not drafting his own proposal but will start with Ways and Means but he 
doesn't know that for sure. I have not called Dennis but am happy to do so. 

Susan Brophy -- should your office set this up? While we would want to talk specifically about 
welfare to work, I assume we'd also want to talk about welfare issues and committee markup plans 
generally. 



jfa013:j8T2. wpa 

WELFARE REFORM AND THE BIPARTISAN BUDGET AGREEMENT 

• The Administration strongly opposes the House Ways and Means 
Subcommittee proposal, which violates the bipartisan budget agreement, 
treats disabled legal immigrants unfairly, and prevents working welfare 
recipients from getting a minimum wage. 

• The Administration is pleased that the Ways and Means Subcommittee $3 
billion welfare-to-work proposal meets many of the Administration's 
priorities. These include: targeting funds to areas and individuals with high 
needs, directing funds to cities and local governments, awarding some funds 
competitively, and allowing communities to create successful job placement 
and creation programs. 

• But the provisions of the Subcommittee proposal addressing legal immigrants 
and the minimum wage are clearly unacceptable. 

Legal Immigrants 
• The Ways and Means Subcommittee's proposed amendment to the welfare 

law clearly violates the negotiated, bipartisan budget agreement policy to 
restore a minimal safety net for disabled legal immigrants. The 
Subcommittee's proposal would restore SSI and Medicaid benefits only to 
immigrants already receiving benefits prior to August 23, 1996; by contrast, 
the bipartisan budget agreement policy restores SSI and Medicaid benefits to 
any immigrant in the country as of that date who is or becomes disabled. 

• The Ways and Means Subcommittee proposal would protect 75,000 fewer 
immigrants than the budget agreement by the year 2002. And in leaving 
unprotected any person who becomes disabled after August 22, 1996, it 
fails to target assistance to the most vulnerable individuals. 

Minimum Wage 
• The Administration also strongly opposes the Ways and Means 

Subcommittee's provision on the minimum wage, which undermines the 
fundamental goals of welfare reform. 

• The Administration believes strongly that everyone who can work must work 
-- and that those who work should earn the minimum wage, whether they 
are coming off of welfare or not. 

• The House Ways and Means Subcommittee proposal does not meet this test. 
It effectively creates a subminimum wage for workfare participants. And it 
weakens the welfare law's work requirements. 

Page fJl 
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WELFARE TO WORK 

We are pleased that the Ways and Means subcommittee has included in its mark a 
$3 billion welfare-to-work proposal that meets many of the Administration's 
priorities: 

• 

• 

• 

It directs funds where they're needed most: to help long term recipients in 
cities and other communities with large numbers of poor people; 
It awards some funds on a competitive basis, assuring the best use of scarce 
resources; 
It provides communities with appropriate flexibility to use the funds to create 
successful job placement and creation programs. 

We are pleased that Congressman Shaw was willing to work in a bipartisan basis to 
incorporate many of the Administration's priorities. 

We are, however, deeply disappointed at the subcommittee draft's lack of adequate 
worker protections and non-displacement provisions, and urge the subcommittee to 
add language that will better protect against worker displacement. 

The President proposed a $3 billion welfare to work program last fall and fought to 
have it included in the bipartisan balanced budget agreement. A centerpiece of the 
President's second-term agenda, the proposal will help move one million adults 
from welfare to work by the year 2000. 



fJ Cynthia A. Rice 06/05/97 07:21 :57 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Emily Bromberg/WHO/EOP 

cc: 
Subject: Ways and Means markup Update 

The markup is not yet done -- they broke for other meetings (a member meeting on tax issues, I 
understand) and will be resuming shortly. They plan to finish tonight. 

The markup started with the traditional walk-through of the chairman's proposal, led by Ron 
Haskins. Democrats (Stark and Matsui particularly) turned into this into an FLSA debate, drawing 
out the implications of Shaw's proposal. Then: 

The amendment to strike the FLSA exemption was offered, failing 4-7 (1 0 & 1 R absent) 

Matsui offered his amendment regarding giving welfare to work program responsjbility to 
the state TANF agene , with priviso that PICs would have to a rove the TANF a ene's plan. 
This was discussed on a bipartisan basis an t ey agreed to "work on the issue" before full 
committee. 

Watkins and Camp offered an amendment to increase to 30% the proportion of persons 
who may "work" by engaging in vocational education, secondary education or education relates to 
employment. This amendment included the more narrow definition in the chairman's mark (i.e., 
the % is a % of those required to work, not a % of the caseload). It passed by voice vote. 

After the break, they will consider amendments to: 

Strike the provision to eliminate the state S81 MOE 

Restore legal immigrant provisions to the budget agreement 

Strike Pennington (UI) 

Restore all provisons to budget agreement 

Shaw is apparently willing to return to the budget agreement's treatment of asylees 
(provide 7 instead of 5 years of benefits). so Matsui may offer it. 
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Summary of$3 Billion Welfare-to-Work Grant Program 
June 1997 

After reserving I percent of each year's appropriation for Indian tribes and .5 percent for 
evaluation by the Secretary of HHS, the remainder of each year's appropriation is divided into 
two grant funds. The first fund is used for grants to states and localities and is allocated by a 
formula based equally on each state's share of poor adults, unemployed workers, and adults 
receiving assistance under the Temporary Assistance for Needy Families block grant. The 
second fund is used to support proposals submitted by private industrial councils or political 
subdivisions of states that are determined by the Secretary of Labor, in consultation with the 
Secretary of Health and Human Services, to hold promise for helping long-term welfare 
recipients enter the workforce. 

Formula grants are provided to States for the purpose of initiating projects that aim to 
place long-term welfare recipients in the workforce. Governors must distribute at least 85 
percent of the state allotment to service delivery areas within the state. These funds must be 
distributed in accord with a formula devised by the governor that bases at least 50 percent of its 
allocation weight to poverty and may also include two additional factors, welfare recipients who 
have received benefits for 30 or more months and unemployment. Any service delivery area 
that, under this formula, would be allotted less than $100,000 will not receive any funds; these 
funds will instead revert to the governor. Governors may use up to 15 percent of the state 
allocation, plus any amounts remitted from service delivery areas that would be allotted less than 
$100,000, to fund projects designed to help long-term recipients enter the workforce. Formula 
grant funds for service delivery areas must be passed through to private industry councils; these 
councils have sole authority to expend funds, but they cannot conduct programs themselves and 
they must consult with the agency responsible for administering the state T ANF program. 

Competitive grants are awarded on the basis of the likelihood that program applicants can 
successfully make long-term placements of welfare-dependent individuals into the workforce. 
Private industry councils or any political subdivision of a state may apply for funds. The 
Secretary must ensure that at least 75 percent of each year's appropriation is awarded to the 100 
cities in the U.S. that have the highest number of poor adults. Awards to each project must be 
based on the Secretary's determination of the amount needed for the project to be successful. 

Funds under both the competitive grants and the formula grants can be spent only for job 
creation through public or private sector employment wage subsidies, on-the-job training, 
contracts with job placement companies or public job placement programs, job vouchers, and job 
retention or support services if such services are not otherwise available. Any entity receiving 
funds under either grant must expend at least 90 percent of the money on recipients who have 
received benefits for at least 30 months, who suffer from multiple barriers to employment, or are 
within 12 months ofa mandatory time limit on benefits.' States must provide a 33 percent match 
of federal funds. 

Entitlement funds avaiiable under this program are $700 million for each of fiscal years 
1998 and 1999, $1 billion for fiscal year 2000, and $600 million for fiscal year 200 I. 

r\\\lwSummary 



Welfare-to-work 
$3.e billion 

Initiative 

1 % Indian set aside 

.5% Evaluation 
--. 

Formula Grants 

Competitive Grants STATE SHARE based on poverty, 

x% 
unemployment and TANF case load 

x% 

8' 15% Governor. 
Priorities 

75% 25% Governor's Formula based: 

To PICS/Political Sub Other PICS & 1/2 on poverty 

in 100 cities Political 1/2 on combination of 30 months 

with most poor people Subdivisions of welfare & unemployment 

Private Industry 
Prepared by the Democratic Staff of the Councils 
Committee on Ways and Means June 3, 1997 
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POSSIBLE SUBCOMMITTEE AMENDMENTS 
June 3,1997 (Revised) 

GENERAL AMENDMENT 

1. Limit the mark to items in the budget agreement 
a. Welfare-to-work (as modified by Democratic amendments) 
b. SSI fees 

(DeW\ ') 

c. Restore benefits to legal immigrants, including new applicants present in 
the US on August 22, 1996 
d. Refugees 
e. UI trust fund ceiling 

TANF AMENDMENTS 

1. FLSA - minimum wage 
a. Strike the whole provision (Stark) 
b. Strike language that permits States to count housing, child care and 
Medicaid; make clear that Secretary must consider application of minimum 
wage policy as reasonable cause for not meeting the work participation 
requirements 

2. Welfare-to-Work 
a. 60 percent competitive grants; 40 percent formula 
b. For both competitive and fonnula funds, the appropriate TANF agency 
would apply and receive funds with authority to contract for any allowable 
activity; add requirement that the PIC approve the TANF agency's plan 
c. In year 3, any funds set aside (up to 20 percent of the competitive grant 
funds) by the Secretary could be used for performance bonuses to 
competitive and/or formula grantees 
d. Labor protections (from Workforce Committee) 
e. Blue Dogs proposal 



3. Miscellaneous 
a. 20 percent - vocational education -- take out teen parents (Stark) 
b. Contingency fund -- Lift funding cap (Drafting issues: do We need to get 
rid of para (C) (i) on pg 19; Will 20 percent of the family assistance grant 
ever exceed $2 billion?) 
c. George Brown study of job vacancies (Stark) 

SSI AMENDMENTS 

1. Eliminate State SSI maintenance of effort requirement 
a. Strike (Matsui) 

LEGAL IMMIGRANTS 

1. - Restoration of benefits to aliens 
a. Pure budget agreement (include new applicants) 
b. Strike provision making legal immigrants ineligible if the sponsor has 
income above 150 percent of poverty 
c. Add present before August 22 but disabled after 
d. Small new entrants provision? 

2. Non-Ways and Means issues 
a. Strike definition of means-test programs (Stark) 
b. Strike public charge deportation, entry pledge, welfare-receipt by 
sponsors, AIDS/communicable disease 

UNEMPLOYMENT COMPENSATION 

1. Pennington 
a. alternative? 
b. Strike provision 

J:\DCOLTON\WP\6-3 Subcommittee amendment list.wpd 
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POSSIBLE SHAW MARK 
June 3, 1997 

TANF AMENDMENTS 

I. FLSA - minimum wage 
• Workfare is not employment 
• States must count the value of food stamps and T ANF cash assistance, divided by 

the minimum wage, toward the hours of participation rules 
• States may count the value of housing, child care, and Medicaid, divided by the 

minimum wage, toward the hours of participation rules 
• Once maximum workfare hours have been reached, States may count hours spent 

on other allowable activities Gob search, education and training) 

2. Welfare-to-work (budget agreement) 
3. 20 percent - vocational education 
4. Title XX transfer 
5. Clarify pro-rata benefit reduction 

SSI AMENDMENTS 

I. McCrery - disabled child issue 
2. Eliminate State SSI maintenance of effort requirement 
3. SSI fees (budget agreement) 

CHILD SUPPORT ENFORCEMENT 

I. Technical correction on information sharing for new hires directory 

LEGAL IMMIGRANTS 

I. 

2. 
3. 

r 5. 
6. 

L 7. 

Grandfather those on the rolls as of August 22 but no new applicants (altered version of 
budget agreement) 
Refugees - 7 years (budget agreement) 
If the sponsor has income of 150 percent of poverty, the alien is not eligible for SSI or 
Medicaid 
Public charge deportation 
No welfare entry pledge 
No one on welfare can be a sponsor 
AIDS - communicable disease exclusion 
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Definition of means-tested programs 
Border Indians 
Prospective sponsors can't be on welfare 3 years before becoming sponsor 

UNEMPLOYMENT COMPENSATION 

I. Pennington 
2. Trust fund ceiling (budget agreement) 
3. English - reward States that keep their accounts high, then, if they borrow it's interest 

free 
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FLSA - minimum wage 
• Workfare is not employment 
• States must count the value. of food stamps and T ANF cash assistance, divided by 

the minimum wage, toward the hours of participation rules 
• States may count the value of housing, child care, and Medicaid, divided by the 

minimum wage, toward the hours of participation rules 
• Once maximum workfare hours have been reached, States may count hours spent 

on other allowable activities Gob search, education and training) 

2. Welfare-to-work (budget agreement) 
3. 20 percent - vocational education 
4. Title XX transfer 
5. Clarify pro-rata benefit reduction 

SSI AMENDMENTS 

I. 
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McCrery - disabled child issue 
Eliminate State SSl maintenance of effort requirement 
SSl fees (budget agreement) 
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CHILD SUPPORT ENFORCEMENT 

I. Technical correction on information sharing for new hires directory 

LEGAL IMMIGRANTS 

Grandfather those on the rolls as of August 22 but no new applicants (altered version of 
budget agreement) 
Refugees - 7 years (budget agreement) 
lfthe sponsor has income of 150 percent of poverty, the alien is not eligible for SSI or 
Medicaid 
Public charge deportation 
No welfare entry pledge 
No one on welfare can be a sponsor 
AIDS - communicable disease exclusion 
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THE WHITE HOUSE 

WASHINGTON 

June 2, 1997 

MEMORANDUM FOR THE CHIEF OF STAFF 

FROM: Bruce Reed 

SUBJECT: Welfare to Work Update 

CC: John Hilley, Franklin Raines, Gene Sperling 

Attached is a one page description of the latest welfare to work proposal we are 
discussing with House Ways and Means Human Resources Subcommittee, which plans to hold a 
markup on Friday. 

After meeting with Leg Affairs, Intergovernmental Affairs, OMB, NEC, CEA, Dept. of 
Labor, HHS, HUD, and Dept. of Treasury, we met this afternoon with GOP subcommittee staff 
director Ron Haskins and negotiated substantial improvements over the subcommittee's initial 
draft. 

The new draft substantially reflects the most important priorities set forth by the 
Administration, that as much money as possible go to cities, that a substantial portion of the funds 
be awarded on a competitive basis, and that communities have appropriate flexibility to use the 
money. A substantial portion of the money will go directly to the 100 cities with the most poor 
people. Most of the money given to the states will automatically be passed through to areas of 
high poverty and high unemployment and long-term welfare dependency (primarily cities), and 
spending will be controlled by PICs appointed by mayors. On our two other priorities, 
performance and displacement, the subcommittee is still open to some form of performance 
bonus, but adamantly opposes nondisplacement language. 

We are continuing to consult with mayors and other interested parties to make sure these 
improvements address their concerns. In addition, we will continue to work with House and 
Senate staff to build on this progress. We should note that this proposal reflects the Ways and 
Means Committee staff draft, which may change once Members of Congress begin to consider it. 
In addition, we will continue to work with the agencies and others in the White House regarding 
other provisions the Committee may include in its mark -- regarding legal immigrants, minimum 
wage exemptions, privatization, and other welfare issues -- which we oppose and are outside the 
scope of the budget agreement. . 



Reyjsed Ways and Means Subcommittee Welfare to Work PrQPosal (6/2/97) 
(after discussions with Chairman Shaw's staff) 

Half of the $3 billion welfare to work fund would be distributed based on a formula, and half 
would be awarded on a competitive basis. 

Formula Grants (50% of total) 

85% in formula grants: 
• Distributed to substate service delivery areas according to a formula based on the 

number of people in poverty, the number ofunemployed, and the number oflong
term welfare recipients. At least 50% of the formula shall be the number of people 
in poverty; the remaining 50% could be people in poverty and/or number of 
unemployed and/or number of people who have been on welfare for at least 30 
months, at the state's discretion. 

• A service delivery area must meet a threshold amount of need to receive a grant 
(must have enough people in poverty, etc. to warrant at least a $100,000 grant). 

• Grants would be controlled by local private industry councils appointed by mayors. 

15% in governors' grants: 
• To be spent on long-term recipients in areas of the state chosen by governors. 

A 33% state match is required to obtain federal funds. 

States must meet 80% T ANF maintenance of effort to qualifY (an increase from 
75% MOE under the new welfare law). 

CQmpetitiye Grants (50% of total) 

75% grants awarded competitively to welfare to work projects in 100 cities or service 
delivery areas with the most number of people in poverty. 

25% grants to other areas (rural areas, counties, or cities that aren't in the top 100). 

AIIQwable Uses include public sector job creation, private sector wage subsidies, on-the-job 
training, contracts with public or private job placement programs, job vouchers, and job retention 
or support services. 

No performance bonus. 
No additional anti-displacement language. 



Summary of Human Resources Budget Reconciliation Provisions 
June 1997 

Subtitle A: Temporary Assistance for Needy Families (TANF) Block Grant 

1. To Help Long-Teon Welfare Recipients Welfare-to-Work Grants. The reconciliation proposal 
includes a new $3 billion welfare-to-work block grant, designed to provide States and local 
governments added assistance in helping the most dependent and least skilled welfare recipients move 
into the workforce. 

2. Transfer of Funds Between Block Grants. The 30 percent transfer provision in the welfare refoon 
law is simplified so that States can transfer funds between the cash and social services block grants 
without the current requirement that they transfer into the child care block grant $2 for every $1 
transferred into social services. This direct transfer will provide States greater flexibility in designing 
their overall welfare program. 

3. Limitation on Education Activities COllnting as Work. Rather than restrict to 20 percent the 
proportion of persons in all families and in 2-parent families who may be treated as engaged in work by 
reason of vocational education training, secondary education, or education related to employment, this 
provision restricts to 20 percent the proportion of persons who may qualifY as meeting the work 
standard by reason of vocational education, secondary education, and other education related to· 
employment. This provision increases the number of people who can meet the work requirement by 
engaging in actual work rather than educational activities. 

4. Giying States the Flexibility Thev Need by Counting Federal Cash and Non-Cash Benefits in 
Meeting Minimum Wage and Welfare Work Requirements. Work experience and community service 
posinons in the public and non-profit sectors are exempt from minimum wage laws. However, States 
may not require recipients to work more hours than the combined value of benefits under the IV-A 
(T ANF Block Grant) program and the food stamp program. In addition, States may also add the value 
of child care, housing, and medical benefits, and may allow individuals to participate in education and 
training activities to satisfY any remaining hours of the welfare work requirements. 

5. Penalty Against States for Not Reducing Assistance Pro Rata for Failure to Work. The welfare 
reform law requires that States reduce welfare checks at least pro rata for individuals who fail to 
perform required work. The reconciliation proposal requires the Secretary of HHS, in implementing 
this provision, to reduce the annual T ANF grant amount by between I and 5 percent in the case of 
States that do not reduce individuals' T ANF assistance pro rata for failure to work. 

Subtitle B: Supplemental Security Income 

I. SS! Children's Reviews. This provision specifies that: (I) all children subject to a SSI 
redetermination under the terms of the welfare refoon law must be reviewed within the ! 8 months 
following enactment of the welfare refoon law (that is, by February 22, 1998 rather than by August 22, 
1997 as provided for in the welfare reform law); and (2) any child whose redetermination does not 
occur during this initial 18-month period is to be assessed as quickly as possible thereafter. The new 
child eligibility standards apply to reviews under both circumstances. 

- 1 -



2. Rej!eal of Maintenance of Effort ReQuirements Applicable to Optional State Programs for 
Supplementation of SST Benefits. The maintenance of effort requirement applicable to optional State 
programs for supplementation of SST benefits is repealed. This repeal allows States to lower their 
supplemental SST benefits. 

3. State SST Administrative Fees. The administrative fees the federal government charges States for 
including their State supplemental SS! payments in the federal SST check are increased. 

Subtitle C: Child Support Enforcement 

I. SSA and IRS Infoanation Use Regarding Child Support. The welfare reform law generally allows 
for the DepartmentofHHS to redisclose wage and claim information from the Child Support 
Enforcement Program's Directory of New Hires to the Social Security Administration and to the 
Internal Revenue Service. However, unemployment insurance law limits such redisclosure, 
contradicting this policy with regard to wage and claim information obtained from unemployment 
compensation agencies. This wording is amended to clarifY that HHS is authorized to share 
information with the Social Security Administration and the Internal Revenue Service. 

Subtitle D: Restricting Welfare and Public Benefits for Aliens 

I. Refugee Eligibility Extended from 5 to 7 YearS. The welfare reform law guarantees refugees' 
eligibility for welfare benefits during their first 5 years after arrival in the U.S. lbis change would 
lengthen the period of welfare eligibility to the first 7 years following refugees' arrival in the U.S., 
permitting many the opportunity to naturalize without interruption in benefits. 

2. Continued SST and Medicaid Benefits for Oualified Aliens Receiving SS! Benefits on August 22 
1996. Legal noncitizens who were enrolled in the SS! program as of August 22, 1996 (the date of 
enactment of the welfare reform law) remain eligible for SS! and Medicaid, despite underlying 
restrictions in the welfare law. "Qualified aliens" (as defined in the welfare law) who were in the 
country but not on the rolls would not be eligible to receive SST in the future unless they naturalized, 
worked for 10 years, or served in the U.S. armed forces. 

3. Requiring Aliens to Look to Their Sponsors for Support Before Looking to Taxpayers bv 
Restricting the Restoration of SSI and Medicaid Benefits for Aliens with Sponsors on Whom to 
Depend. The grandfather provision that continues the welfare eligibility of aliens receiving SS! 
benefits onAugust 22, 1996 is limited to only those noncitizens who entered the U.S. without 
sponsors, whose sponsors have died, or whose sponsors have limited means with which to provide for 
the noncitizen's support (evidenced by income below 150 percent of the poverty level). 

4. Exemption from Noncitizen SS! Restrictions for "Border Indians". Permanent resident Indians who 
are members of tribes along the U.S./Canada and U.S.lMexico border are to remain eligible for SS!, 
despite restrictions in the welfare law on noncitizen eligibility for benefits. 

5. Noncitizen Entrv Pledge Not to Accept Welfare. Noncitizens arriving in the U.S. must sign a ] 
pledge acknowledging that they understand that becoming a public charge constitutes grounds for 
deportation. The document states that the noncitizen "will not become a public charge, so as not to 7 
become a burden to the taxpayers of the United States" 

- 2 -



6. Authorizing State Verification. States or political subdivisions are authorized to require an 
applicant for State or local public benefits to provide proof of eligibility. 

Subtitle E: Unemployment Compensation 

1. Clarifying Provision Relating to Unemployment Base Periods. This provision clarifies that States 
have complete authority to set their own base periods used in determining individuals' eligibility for 
unemployment insurance benefits (this long-term understanding has been called into question by a 
recent lliinois federal appellate court decision in a case known as Pennington v. Doherty). 

2. Increase in the Federal !lnemplovment Account Ceiling and Special Distribution to States from the 
Unemployment Trust Fund. This provision doubles the Federal Unemployment Account ceiling from 
0.25 percent to 0.50 percent of covered wages, resulting in more FUT A revenues being held in federal 
accounts rather than being transferred into State benefit accounts (where they are likely to trigger state 
tax cuts). In addition, for each of fiscal years 2000, 2001, and 2002, $100 million is authorized to be 
transferred from the Federal Ul accounts to the State accounts for use by States in administering their 
Ul programs. . 

3. Interest-free Advances to State Accounts in the Unemployment Trust Fund Restricted to States 
That Meet Funding Goals. States that maintain adequate reserves (defined as sufficient to cover, in 4 
out of the 5 most recent calendar quarters, the average benefits paid during the 3 years out of the last 
20 years in which the State paid the greatest unemployment benefits) are allowed to receive interest
free federal loans for the operation of State Ul program activities. 

- 3 -
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, Provision 

Section 900LWelfare-to-, 
Work Grants 

Present Law Explanation of Provision 

TITLE IX - COMMiTTEE ON WAYS AND MEANS - NONMEDICARE 

Subtitle!o- - TANF Block Grant 

The law combines recent Federal funding levels for three repealed 
,programs (AFDC, Emergency Assistance; and JOBS) into a single 
block grant ($16.5 billion annually through Fiscal Year 2002). Each 
State is entitled to the sum it received for these programs in a recent 
year, but no part of the TANF grant is earmarked for any program 
component, such as benefits or work programs. The law also provides 
an average of$2.3 billion annually in a child care block grant. 

After reserving I percent of each year's appropriation for Indian tribes' 
. and .5 percent for evaluation by the Secretary of HHS, the remainder of 
each year's appropriation is divided into two grant funds. TheJirst 
fund is used for grants to states and localities and is ,allocated by a 
formula based equally on each state's share of poor population, ' 
unemployed workers, and adults receiving assistance under the 
Temporary Assistance for Needy Families block grant. The second 
fund is used to support proposals subm itted by JTP A private industry 
.councils or political subdivisions of states that are determined by the 
Secretary of Labor, in' consultation with the Secretary of Health and 
Human Services, to hold promise for helping long-term welfare 
recipients enter the workforce. 

Formula grants from the first fund are to be provided to States for the 
purpose of initiating projects that aim to place long-term welfare 
,recipients in the workforce. Governors must distribute at least 85 
percent of the state allotment to service delivery areas within the state. 
These funds must be distributed in accord. with a formula devised by the 
governor that bases at least 50 percent of its allocation weight on 
poverty and may also include two additional factors, welfare recipients 
who have received benefits for 30 or more months and unemployment. 
Any service delivery area that, under this formula, would be allotted 
less than $ I 00,000 will not receive any funds; these funds will instead' 
revert to the governor. Governors may use up to 15 percent of the state 
allocation, plus any amounts remitted from service delivery areas that 
would be allotted less than $100,000, to fund projects designed to help 

. long-term recipients enter the workforce. Formula grant funds for 
, service delivery areas must be passed through to private industry 
councils; these councils have sole authority to expend funds~ but they 
carinot conduct programs themselves and they must consult with the 
agency responsible for administering the state TANF program. 

Effective Date 

Date of enactment (funds 
are available beginning in 
fiscal year 1998). 
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Provision 

Section 900 I. Wei fare-to
Work Grants - continued 

Section 9002. Limitation 
on Amount of Federal 
Funds Transferable to Title 
XXPrognUns 

Present Law 

States may transfer up to 30 percent of their TANF funds to the Title 
XX block grant and the Child Care and Development Block Grant 
(CCDBG), but no more than Il3rd of the total transfer may go to the 
former. (For every $1 transferred to Title xx. $2 must go to the child 
care block grant.) 

Explanation of Provision 

Competitive grants are awarded on the basis of the likeiihood that 
program applicants can successfully make long-term placements of 
welfare-dependent individuals into the workforce. Private industry 
councils or any political subdivision ofa state may apply for funds. 
The Secretary must ensure that ai least 75 percent of each year's 
amount available for competitive grants is awarded to the 100 cities in 
the U.S. that have the highest number of poor adults. Awards to each 
project must be based on the Secretary's determination of the amount 
·needed for. the project to be successful, 

Funds under both the competitive grants and the formula grants can be 
spent only for job creation through public or private sector employment 
wage subsidies, on-the-job trl!ining, contracts with job placement 
companies or public job placement programs, job vouchers, and job 
retention or support services if such services are not otherwise 
available. Any entity receiving funds under either grant must expend at 
least 90 percent of the money on recipients who have received benefits 
for at least 30 months, who suffer from multiple barriers to . 
employment, or are within 12 months of a mandatory time limit on 
benefits. States must provide a 33 percent match of federal funds. 

Entitlement funds available under this program are $700 million for 
each of fiscal years 1998 and 1999, $1 bitlion for fiscal year 2000, and 
$600 million for fiscal year 200\. 

Effective Date 

The 30 percent transfer provision is replaced with a provision allowing August 22, 1996 
States to transfer up to 30 percent of their TANF funds to the child care 

. block grant and up to \0 percent of the TANF funds to the Title XX 
block grant. States may· transfer funds to both block grants, but the 
total amount transferred may not exceed 30 percent of TANF funds in 
any year. The provision that transfers to the Title XX block grant can 
be spent only on children and families below·200 percent of the poverty .. 
level is retained. 

• 
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Provision 

Section 9003. Clarification 
of Limitation on Number of 
Persons Who May Be' 
Treated as Engaged in 
Wori('!Jy Reason of 
Participation in Educational 
Activities 

Section 9004. Required 
Hours of Work 

Present Law 

Th~ law restricts to 20 percent the proportion of persons "in all 
families and in 2-parent families" who may be treated as engaged in 
work for a month liy reason of participating in vocational education 
training or, ifsingle teenage household heads without a high school 
diploma, by reason of satisfactory attendance at secondary school or 
participation in education, directly related to employment. 

The'new welfare law is silent on the issue of coverage ofTANF 
"workfare"'participants by the Federal wage standards. TANF work 
activities include two workfare programs: work experience and 

, community service. In these programs, recipients are required to 
perform ,services in exchange for their cash benefit. For single parents, 
required weekly hours of workfare (or other work activity) begin at 20 
and, for those withouta preschool child, rise to 30 in Fiscal Year 2000. 
For two-parent families, minimum average hours are 35 week.ly. 
Application of Federal wage standards to TANF workfare programs 
would require some States to increase T ANF benefits, especially for 
smaller families, and/or to add f;,oo s~p benefits in order to meet 

, Federal wage standard with half-time (or 3/4 time) workfare 
assignments. 

Explanation of Provision 

Rather than restrict to 20 percent the proportion of persons in all 
families and in 2-parent families who may be treated as engaged in 
work by reason of vocational educational training, secondary education, 
,or education related to employment, this provision restricts to 20 
percent the proportion of persons who 'may .lIuali/y as meeting the work 

, standard by reason of vocational educational, training, secondary 
education, and other education related to employment. ' 

I. Welfare recipients in placements in the public and nonprofit sectors 
are not defined as employees. 

2. States may not require recipients to be employed by a public agency 
'or 'nonprofit organization for a number of hours greater than the welfare 
benefits package divided by the minimum wage ($4.75 per hour until 

,September I, 1997, then $5.15 per hour). , 

3. The welfare benefits package used in the hours computation must 
include the dollar value of benefits provided under the Temporary 
Assistance for Needy Families (TANF) program plus the dollar value of 
benefits provided by the Food Stamp program. At state option, the 
welfare benefits package may also include the insurance value of 
Medicaid (as defined by the Secretary), the dollar value of child care 
benefits, and the dollar value of housing i>enefits. 

4. If recipients are employed for at least the number of hours' equal to 
the dollar value ofTANF benefits plus the dollar value of Food Stamp 
benefits divided by the federal minimum wage, then States may subtraci 
from the hours of work required to meet the participation standard (20 
hours per week in 1997 and 1998, 25 hours in 1999, and 30 hours in 
, iooo and thereafter) the number of hours recipients participate in 
various educational activities. 

, Effective Date 

August 22, 1996 

August 22, 1996 
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Provision 

Section 9005. Penalty for 
Failure to Reduce 
Assistance for Recipients' , 
Refusing Without (jood ' 
Cause to Work 

Section 9101. 'Requirement 
to Perfonn Childhood 
Disability Redetenninations 
in Missed Cases 

Present Law 

States are required to reduce benefits pro rata (or more; at the option 
of the State) during any period in which recipients refuse to meet work 
requirements. 

Explanation of Provision " 

The Secretary is required to reduce the annual TANF grant amount by 
between I and 5 percent in the case of States that do not reduce 
assistance pro rata for missed work, " 

, Subtitle B - Supplemental Security Income 

By-August 22~ 1997 (one year after the date of enactment ofP.L. 104-
193), the Commissioner ofSSA is expected to redetennine the, ' 
eligibility of any child receiving SSt benefits on August 22, 1996, 
whose eligibility may be affected by changes in childhood disability 
eligibility criteria including the new definition of childhood disability 
and the elimination of the individualized functional assessment. 
Benefits of current recipients will continue until the later of July I, 
1997 or a redetennination assessment. Should a child be found 
ineligible, benefits will end following redetennination. Within I year 
of attainment of age 18, SSAis expected to make.a medical 
redetermination of current SSI childhood recipients using adult ' 
disability eligibility criteria. For low birth weight babies, a review 
must be conducted within 12 months after the birthofa child whose 
low birth weight is a contributing factor to his ~r her disability. 

This provision extends the period by which SSAmust redetermine the 
eligibility of any child receiving benefits on August 22, 1996 whose 
eligibility may be affected by changes in childhood disability from I 
year after the date of ellactment to 18 months after the date of 

, enactment. The provisionalso specifies that any child subject to Ii SSt 
redeterm ination under the terms of the, welfare reform law whose 
redetermination does not occur during 'the 18-month period following 
enactment(that is, by February 22, 1998) is to be assessed aS500n as 
practicable using the new,eligibility standards applied to other children 
under the welfare reform law. 

Effective Date 

August 22, 1996 

, August 22, 1996 ' 
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Provision 

Section 9t 02. Repeal of 
Maintenance of Effort 
Requirements Applicable to 
°Optional State Programs for 
Supplementation of SSt 
Benefits 

Sec.9t03. Fees for Federal 
Administration of State 
Supplementary Payments 

Present Law 

Since the beginning of the SSt program, States have had the option to 
supplement the Federalo SSt payment with State funds. The purpose 
of section t6t8 of the Social Security Act was to encourage States to 0 
pass along to SSI recipients the amount of any Federal SSt benefit 
increase. Under section 1618,-a State that is found to be not in 
compliance with the "pass along/maintenance of effort" provision is 
subject to .foss of its Medicaid reimbursements. Section t618 allows 0 
States to comply with the "passo along/maintenance of effort" provision 
by eiiher maintaining their State supplementary payment levels at or 
above 1983 levels or by maintaining total annual expenditures for 
supplementary payments (including any Federal cost-of-Iiving 
adjustment) at a level at least equal to the prior 12-month period, 
provided the State was in compliance for that period. In effect, section 
t618 requires that once a State elects too provide supplementary 
payments it must continue to do so. 

P.L. 103-66, the Omnibus Budget Reconciliation Act of 1993, 
stipulated that part of the administrative cost of the SSI program was 
to be funded othrough a user fee.

o 
Since Fiscal Year 1994, States have 

been required to pay a fee for Federal administration of State 
supplementary SSI payments. Thus, States that choose to have their 
.supplementary SSI payments administered by the Social Security 
Administration must pay the Commissioner of Social Security $5 per 
payment for Fiscal Year 199!) and each succeeding year, or a different 
rate deemed appropriate for the State by the Commissioner (the rate 
per payment was $1.67 in Fiscal Year 1994 and $3.33 in Fiscal Year 
1995). 

Explanation of Provision 

The mainte~ance of effort requirements applicable to optional State 
programs for supplementation of SSt benefits is repealed. 

°The administrative fee charged by the Federal government for including 
Siate supplemental SSt payments with the Federal SSt check is 
increased as follows: 

Fiscal Year Administrative Fee 
01997 ................. , ............................ 0 .. $5.00 
1998 ........... , ................................. : ... 6.20 
t999 .. : ........................ :0: .................... 7.60 
2000 ........................................ .- ........ 7.80 
2001 .......... 0 ..................................... 0 .. 8.10 

o 2002 ................................................. 8.50 

For 2003 and subsequent years, the rate from the previous year is 
increa~ by the percentage by which the Consumer Price .fndex 
increased that year or a different amount established by the 
Commissioner. Revenue attributed to the increase in fees (i.e., amounts 
in excess of $5.00) each year would, subject to the appropriation 
process, be available to defray the Social Security Administration's 
administrative costs. 

Effective Date 

Date of enactment 

Date of enactment 
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Provision 

Section 920 I. Clarification 
of Authority to Perm it 
Certain Redisclosures of 
Wage and Claim 
Information 

Present Law Explanation of Provision 

Subtitle C- Child Support Enforcement 

P.L. 104-193 gives the Department of Health and Human Services 
(HHS) the authority to obtain information about the wages and 
unemployment compensation paid to individuals froin State 
unemployment compenSation agencies for the State Directory of New 
Hires. The State Directory of New Hires is then to furnish this wage 
and claim information, on a quarterly basis, to the National Directory 
of New Hires. P.L. 104-193 also requires State unemployment 
compensation agencies to establish such safeguards as the Secretary of 
Labor determines are necessary to insure that the information 
disclosed to the National Directory of New Hires is used only for the 
purpose of administering programs under State plans approved under 

- the Child Support Enforcement program, the Temporary Assistance 
for Needy Families (T ANF) block grant, -and for other purposes 
authorized in section 453 ofthe Social Security Act (as amended by 
P.L. 104-193). 

Although the welfare ieform bill allowed HHS to disclose information 
from the Directory of New Hires to the Social SecuritY Administration 
and to the Internal Revenue Service, the wording of a provision in the 

- child support title of the legislation could be interpreted to contradict 
this policy. This wording is amended to ClarifY thalHHS is authorized 
to share information frOm the Directory of New Hires with the Social 
Security Administration and the Internal Revenue Service. 

Effective Date 

August 22, 1996 
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Provision 

Section 9301. Extension of 
Eligibility Period for 
Refugees From S to 7 Years 
for SSI, TANF, and Other 
Benefits 

Section 9302(i). SSI 
Eligibility for Aliens 
Receiving SSI on August 
22; 1996 

Present Law Explanation of Provision 

Subtitle D - Restricting Welfare and Public Benefit. for Alien. 

Current law provides a S-year exemption from: (I) the bar against SSI 
and Food Stamps; and (2) the provision allowing States to deny 
"qualified aliens" access to Medicaid, TANF, and Social Services 
Block Grant f(,lr three groups of aliens admitted for humanitarian 
reasons. These groups are: ·{I ) refugees, for S years after entry;' (2) , 
asylees, for S years after being granted asylum; and (3) aliens whose 
depOrtation is withheld on the grounds of likely persecution upon 
return, for S years after such withholding. 

SSI. The Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (P.L. 104-193) bars most "qualified aliens" 
from Supplemental Security Income (SSI) for the Aged, Blind, and 
Disabled (secA02(a». Current recipients must be screened for 
continuing eligibility during a I-year period after enactment of the 
welfare law (i.e., by Aug. 22, 1997). The pending Fiscal Year 1997 
supplemental appropriations bill would extend this date until 
September 30, 1997. 

Medicaid States may exclude "qualified aliens" who entered the 
United States before enactment of the welfare law (August 22, 1996) 

, from Medicaid beginning January I, 1997 (sec. 402(b». Additionally, 
to the extent that legal immigrants' receipt of Medicaid is based only 
on their eligibility for SSI, some will lose Medicaid,because of their 
ineligibility for SSI. ' 

Definitions and exemptions. "Qualified aliens" are defined by P.L. 
I 04-193 (as amended by P.L. 104-208) as aliens admitted for legal 
permanent residence (i.e., immigrants), refugees, aliens paroled into 
the United States for at least I year, aliims granted asylum or related 
relief, and certain abused spouses and children. 

The welfare reform law g'uarantees refugees' eligibility for welfare , 
benefits during their first S years after arrival in the U.S. This change 
would lengthen that period to the first 7 years following refugees' 
arrival in the U.S. 

Legal noncitizens who were receiving SSI benefits on August 22, 1996 
(the date of enactment ofthe welfare reform law) would remain eligible 
for SSI, despite underlying restrictions in the Personal Responsibility 
and Work Opportunity Act. 

Effective Date 

Date of enactment 

Date of enactment 
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Provision 

Section 9302(i). SSI 
Eligibility for Aliens 
Receiving SSI on August 
22,1996-continued. 

Present Law 

Certain "qualified alie,ns" are exempted from the SSI bar and the State 
option to deny Medicaid, as well as from certain other restrictions. 
These groups include: (I) refugees for 5 years after admission and. 
asylees 5 years after obtaining asylum; (2) aliens who have worked, or 
may be credited with, 40 "qualirying quarters." As defined by P.L. . 
104-193, a "qualirying quarter" is a 3-month.work period with 
sufficient income to qualiry'as a social security quarter and, with 
respect to periods beginning after 1996, during which the worker- did 
no'-receive Federal means-based assistance (Sec. 435). The . 
~'quali'rying quarter" test takes into accourit work performed by the 
alien, the alien's parent .while the alien was under age /8, and the 
alien's spouse (provided the alien remains married to the spouse or the 
spouse is deceased); and (3) veterans, active duty members of the 
armed forces, and their spouses and unmarried dependent children. 

Explanation of Provision Effective Date 
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Provision 

Section 9302(ii): 
Restricting SSI Benefits for 
Aliens with Sponsors on 
Whom to Depend 

Present Law 

The noncitizen population that would be grandfathered in by the SSI 
and Medicaid changes discussed above entered the U.S. under the pre-
1996 public charge and sponsorship rules. Prior to its amendment by 
the 1996 immigration law, immigration laws provided for the 
exclusion of "any alien who; in the opinion of the consular officer at' 
the time of application for a visa, or in the opinion of the Attorney 
General at the time of application f~r admission for adjustment of 
status, is likely at any time to become a public charge." An immigrant 
trying to obtain entry could meet this public charge requirement based 
on his own funds, prearranged or prospective employment, or an 
affidavit of support. Affidavits of support were administratively 

. required but had no basis in law or regulation. 

The general standard regarding incOme level was that the sponsor (or 
sponsors) have sufficient means to assure that the immigrant's income 
equal or exceed the Federal poverty guidelines. Court decisions 
beginning in the 1950s held that affidavits of support were not legally 
binding on U.S. resident sponsors: Their principal force came from 
the sponsor-to-alien deeming provisions adopted in the early 1980s for 
the Supplemental Security Income (SSI), Aid to Families with 
Dependent Children (AFDC), and Food Stamp programs. The 
enabling legislation for these programs provided that some portion of 
the sponsor's income had to be deemed available to the immigrant in 
determining whether the sponsored immigrant met the program's 
financial eligibility requirement. The deeming period was generally 3 

. years, although it was temporarily extended to 5 years for SSI during 
the period January 1994 through September 1996. (It has reverted 
back to ~ years for those immigrants still covered by the old rules.) 

Explanation of Provision 

The guarantee of eligibility for SSI benefits is restricted to those 
. noncitizens who entered the U.S. without sponsors, whose sponsors 
have died. or whose sponsors have limited means with which to provide 
for the noncitizen's support (evidenced by income below 150 percent of 
the poverty level). 

Effective Date 

Date of enactment 
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Provision' 

Section 9303. SSI 
Eligibility for Permanent 
Resident Aliens Who Are 
Members ofan Indian Tribe 

Section 9304. Public 
Charge Pledge 

Present Law 

With limited exception, the Personal Responsibility and Work' 
Opportunity Reconciliation Act of 1996 (P.L. 104-193) makes 
"qualified aliens," including aliens lawfully admitted for pennanent 

. residence, ineligible for Supplemental Security Incorrie (SSI) for the 
. Aged, Blind, and Disabled. The iimited exceptions to this bar do not 
include one based on membership in an Indian tribe. 

-
Though the immigration status of foreign-born Native Americans can, 
like that of other aliens, vary from individual to individual, 
immigration law does accord certain Native Americans entry rights 
that facilitate their residing here as legal penn3l1ent residents. More 
specifically, section 289 of the Immigration and Nationality Act of 
1952 (INA), as amended, preserves the right offree passage 
recognized in the Jay Treaty of 1794 by allowing "American Indians 
born in Canada". unimpeded entry and residency rights if they "possess 
at least SO per centum of blood oftlie American Indian race." By . 
regulation, individuals who enter the U.S. and reside here under this 
provision are regarded as lawful permanent resident aliens. 

Wholly separate from immigration law, the Indian Self-Deiermination 
and Education Assistance Act defines "Indian tribe" as a tribe, band, 
nation, or other organized group that is recognized as eligible for 
special Indian programs and services. Recognition may be based on a 
treaty or statue, or may be drawn from the acknowledgment process . 

. Not all Indian communities, nations, tribes, and other. groups are 
federally recognized. With regard to tribes that are recognized, tribal 
membership is normally drawn from the lineal descendants of persons 
who were members of a particular tribe historically. 

No provision. 

( 

'Explanation of Provision 

Pennaneni resident Indians who are members of recognized tribes are 
eligible for SSI, despite restrictions in the welfare law on noncitizens' 
eligibility for benefits. 

This section provides that noncitizens arriving in the U.S. must sign a 
.pledge acknowledging that they understand that becoming a public 
charge constitutes grounds for deportation. The document must state 
that the noncitizen "will not become a.public charge, so as not to 
become a burden to the taxpayers ofthe United States." 

Effective Date. 

Date of enactment 

Date of enactment 
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Provision 

Section 9305. Verification' 
. of Eligibility for State and 

Local Public Benefits 

Section 940 I. ClarilYing 
Provision Relating to Base 
Periods 

Present Law 

Last year's welfare refonn law requires the Anorney General, in 
consultation with the Secretary of Health and Human Services, to 
promulgate regulations requiring verification that persons applying for 
Federal public benefits are citizens or qualified aliens and eligible for 
the benefits (sec. 432(a». The law also requires that States 
administering programs that provide a Federal public benefit have a 
verification system that complies with the regulation (sec: 432(b». 
However, the law does not provide authority for State and local 
governments to verilY eligibility for State or local public benefits. 

Explanation of Provision 

This provision autllOrizes States or political subdivisions to require an 
applicant for State or loc.al public benefits'(as defined· in section 411(c) 
of the Personal Responsibility and Work Opportunity Reconciliation 

.Act of 1996) to provide proof of eligibility. . 

Subtitle E - Unemployment Compensation 
.y 

Federal law establishes broad guidelines for the operation of State 
unemployment insurance (UI) programs but leaves inost of the details 
of eligibility and benefits to State detennination. One of these general 
Federal guidelines calls for States to use administrative methods that 
ensure full payment ofUI benefits "when due." All States meet this 
requirement with program rules that the U.S. Department of Labor has 
found to be in compliance. In complying with the "when due" clause, 
States must decide what "base period". to use in measuring a 
claimant's wage history for the purpose of detennining individual 
eligibility and benefit entitlement States have generally used a base 
period consisting of the first 4 of the last 5 completed calendar 
quarters. However, several States that use this base period also use an 
"alternative base periOd," usually the last 4 completed calendar 
quarters. This alternative base period is used for claimants who are 
found to be ineligible because their earnings were too low in the 
regular base period. Although current State base periods have 
Department of Labor approval, a Federal court in Illinois, in the case 
of Pennington v. Doherty, ruled that the State of Illinois is not in 
compliance with·the "when due" clause because it could feasibly use a 
more recent base period, which would benefit a significant number of 
claimants. This case may be appealed further. If left standing, it will 
apply only to three States: Illinois, Indiana, and Wisconsin. However, 
similar suits have been filed in other States, and they could lead to a de 
facio national rules change based on judicial action. 

The amendment-reinforces current policy byaffinning that States have 
complete authority to set their own base periods used in detennining 
individuals' eligibility for unemployment insurance benefits. 
According to the Congressional Budget Office, failing to make this 
change could result in 41 States' being required to adopt alternative . 
base periods at a cost 0[$400 million annually in added UI benefits 
plus increased administrative costs. CBO assumes that States would 
increase their revenue collections (by raising payroll taXes) to cover any 
increase in benefit outlays .. 

Effective Date 

Date of enactment 

This section shall apply for 
purposes of any period 
beginning before, on, or 
after the date of enactment. 
·ofthis Act 
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Provision 

Sections 9402 & 9403. 
Increase in Federal 
Unemployment Account 
Ceiling and Special 
Distribution to States from 
the Unemployment Trust 
Fund 

Present Law 

FUTA taxes are credited to Federal accounts in the.Unemployment 
Trust Fund in proportions that are set by statute. Funds are held in 
reserve in these accounts to provide Federal spending authoriiy for 
certain purposes. The Employment Security Administration Account 
(ESAA) funds Federal and State administration of the UI program. 
The Extended Unemployment Compensation Account (EUCA) 
finances the Federal share of extended UI benefits. The Federal 
Unemployment Account (FUA) provides authority for loans to States 
with·insolvent UI benefit accounts. Each of these accounts has a 
statutory ceiling. ESAA's balance after the end of a fiscal year is 
reduced to 40% of the prior-year appropriation from ESAA. Excess 
funds are transferred to EUCA andlor FUA. The ceilings on EUCA 
and FUA are set as a percent of total wages in employment covered by 
UI. The current ceilings are 0.5% of wages for EUCA and 0.25% of 
wages for FUA. If all three accounts reach their ceilings, excess funds 
are distributed among the 53 State benefit accounts in the 
Unemployment Trust Fund, after repayment of any outstanding 
general revenue ;Idvances to FUA and EUCA. These transfers io the 
State accounts are termed "Reed Act transfers" after the name of the 
legislation that authorized this use of excess FUTA funds. The 
Department of Labor projects that Reed Act transfers will be triggered 

. beginning in Fiscal Year 2000 under present law. 

Explanation of Provision 

The provision would double the Federal Unemployment Account 
ceiling from 0.25 percent to 0.50 percent of covered wages. In 
addition, for each of the fiscal years 2000, 2001, and 2002, $100 
million may be transferred, subject to the appropriations process, from 
the Federal UI accounts to the State accounts for use by States in 
administering their UI programs. Funds are to be distributed among the 
States in the same manner as administrative funds from the Federal 
account are allocated. 

Effective Date 

Date of enactment 
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· . . 
Provision 

Section 9404. Interest-Free 
Advances to State Accounts 
in Unemployment Trust 
Fund Restricted to States 
Which Meet Funding Goals 

Present Law 

The Unemployment Trust Fund has 53 benefit accounts for the UI 
programs of each State, the District of Columbia, Puerto Rico, and the 
Virgin Islands. Each of these jurisdictions raises revenue from their 
own payroll taxes to finance the UI benefits they pay to their jobless 
workers. State UI revenue collectionsare deposited with the U.S. 
Treasury, which credits the individual State accounts. Each State's 
benefit payments are reimbursed by the Federal government; these 
reimbursements are charged against their trust fund accounts. The 
balance in each account represents the amount available to a State for 
payment ofUi benefits at any point in time. If a State account 
becomes insolvent, the State can receive an interest-bearing loan from 
the Federal government. Should a State account become insolvent 
during an econom ic downturn, adverse conditions can result for the· 
State and its employers. Borrowing Federal funds imposes a cost on 
the State at a time when it may face other financial difficulties. The 
State may react by raising taxes on its employers, thereby discouraging 
economic activity during a period when its economy is already in 
decline. Thus, States strive to adopt financing policies that assure a 
positive balance will be maintained in their benefit accounts during all 
foreseeable circumstances, including economic downturns. However,· 
account balances vary widely among the States in relation to the 
States' benefit payments and covered wages. As a result, some States 
find it necessary to borrow Federal funds more often than others. 
Congress has never applied Federal standards to State benefit account 
reserve levels. 

Explanation of Provision 

States that maintain adequate reserves (defined as sufficient to cover, in 
4 out of the 5 most recent calendar quarters, the average benefits paid 
during the 3 years out of the last 20 years in which the State paid the 
greatest UI benefits) would be allowed to receive interest-free, Federal 
loans for the operation of State UI program activities. 

, 

Effective Date 

Applies to calendar years 
beginning after December 
31,1997 
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1 SEC. _01. WEU'.4llE-TO-WORK GllANTS. 

2 (a) GRANTS TO ST.ATSS.-Section 4.03(a) of .the ~ 

3 cial'Security Act (42 U.S.C. 603(80» is amended by adding 

4 a.t the end the follo'\\ing: 

5 "(i) WE~ARE-To-WORK GRA..'Io"TS.-

6 "(A) NOXCOlfPETlTlVE ORA.. ... TS.-

7 "(i) .ALWT)IE:-i'TS TO WELF.ARE-TQ-

8 WORK STATES.-The allotment of a wel-

9 fare-to-work State for a fi.scal year shall be 

10 detenDined by use of a fonnula established 

11 by the Secretary which, for each fiscal year 

12 specified in subparagraph (G), shall result 

13 

14 

IS 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

26 

in-

"(I) the allotment among the 

welfare-to-work States of 50 percent 

of-

"(aa). the II.IIlOWlt specified 

in subparagraph (G) for the fis

cal year, plus any funds reserved 

pursuant to subparagraph (E) 

for the immediately preceding Os

cal year that are not obligated 

during the ilnmediat.ely prece<ling 

fiscal year; minus 

"(bb) the total of the 

amounts reserved pursuant to 

19J002 

, 
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IS 

16 

17 

IS 

19 

20 

21 

22 

23 

24 

TO 92195288 F.03 

2 

subparagraphs (E) and (F) fOr 
.-. 

the fiscal year; and:' . ' .. 

"(IT) the allotment to each wet-· 

fare-ta-work State fOr the ~cal year 

of an amount that isproportionai til 

an equal weighting of the poverty rate 

in the State, the unemployment rate 

in the State, and the number of indi· 

viduals who are recipients of assist

ance under the State program funded 

UDder this pal't. 

(j(ii) ENTITLEM£r."T.-A State shall 

be entitled to receive from the'Seemtal)' a 

'grant fol' each fiscal year specified in sub

paragraph (0) of this ~h for which 

the State is a we1fa.re...to-work State, in an 

amount that does not exneed the lesser 

of.-

U(I) 4 times the tOtal of the ex;

penditures by the State (excluding ex

penditures desc.n"bed ill section 

409(a)(7)(B)(iv» during the fisea1 

year for activities descn'bed in sub-

paragraph (C)(i) of this paragraph; or 

~003 
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21 
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24 

TO 92195266 

3 

"(ll) the allotJnent of the State 
.' . . ',. 

under clause (i) of this 8Ilbp~Ph .:: 
for the fiseal year. 

"(iii) WELFARE-TO-WOltK STA'l"E.-A 

State shall be considered a welfare-tMvork 

State for a ~ year for purposes of this 

subparagraph if the State m~ the follow

ing requirements: 

"(I) The State has submitted to 

the Secretary (in the form. of amend

ments to the State piau submitted 

under section 402) a plan which de

scribes how, consistent with this soh-

paragraph, the State will use any 

funds provided under this subpara

graph during the fiseaJ. year. 

H(n) The State has provided. the 

&etetary with an estiraa.te of the 

amount that the State intends to ex

pend duriDg the fiS<l3l year (excluding 

~nditures described in section 

409(a)(7)(B)(iv» for activities de

scribed in subparagraph (C) (i) of this 

paragraph. 
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"(m) The State bas agreed to 

negotiate in good faith with the ~<:: 

retary of Health and Human Services 

with respect to the :substance of any 

evaluation Wlder section 413(j), and 

to cooperate with the conduet of any 

such evaluation. 

. "(IV) The State is an eligible 

State for the fiscal year. 

"M Quali£i.ed State expenditares 

(within the meaning of SeCtion 

409(a)(7) are at least 80 percent of 

historic State expellclltures (within the 

meanjng of such section), with respect 

til the fiscal year or the immediatdy 

preceding fiscal year. 

"(iv) lNTBAsTATE DISTRIBUT10N OF 

FUNDS.-

"(I) TARGETINQ OF FUNDS 

BASED ON CERTAIN FAC'l'O!f$.-A 

State to which a grant is roooe under 

this subparagraph shall distnbute Dot 

less than 80 percent of the grant 

funds among the political subdivisions 
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5 

ot the State wbieh meet &by' of the 

following requirements: ", 

"(aa) The number of indi

liduals ~: in the political 

subdi· .. ision who are recipients of 

assistance under the State pr0-

gram funded. ilJlde.l- this pmt 

(whether in effect before or after 

the amendments made by section 

103(8.) of the Pt!r:QOtlal Respcm

sibllity and Work Opportunity 

&conciliation Act first applied tD 

the State) is at least 110 percent 

of such number averaged over all 

of the politic:aI subdivisions of the 

State. 

"(bb) The IltlDlbel- of iDdi; 

viduals residing in the political 

subdivision who have received 

such assistance for at least 30 

months (whether or not COtlSOOll

live) is at least 110 percent of 

sucll number averaged over all of 

the political subdivisions of the 

State. 

~ '" 

- ',. 
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U(cc) The unemployment 

rate in the political subdivision is~:::. 

at least 110 percent of the unem

ployment rate in th~St.a.te_ 

"(II) TAROETI~G OF FUl'-L>S TO 

ECOXO)UCALLY DE?RESSED AREAS.

The Qo"WDor of a State to which a 

grant is made under this subpara

graph may distribute not more than 

20 percent of the grant funds to 

projects to be conducted in economi

cally depressed areas in the State. 

"(v) AD:MINISTRATIO~.-

"(1) IN GENERAL.-A grant 

made under this subparagraph to a 

State shall be administered by the 

State agency that is supervising, or 

responsible for the Sll.pervision of., the 

State program funded under this part, 

or by another State agency designated . 

by the Governor of the State, subject 

to subclause (II). 

"(II) APPROVAL OF JTPA PR!-

VATE rXDUSTRY CO'(:Xcn..S REQUmED 

BEFORE SPE~L,"G OF GRAl'-"T FUNDS 
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BY roldTICAL lSt.."BDMSlONS.-Funds 

provided under this subparagraph ~:a: _. 

political subdivision shall not be ex

pended by the political subdivision 

without the approval of the private in-

-dustry council or councils (or the SIle· 

cessor to the eouneil or councils) es-

tilblished pursuant to the Job Tr-ain

ing Partnership .Act for the service dea 

livery area or areas of the .~te in 

which the political subdivision is 10-

~ 

"(B) CoMPETITIVE GR&NTS..-

"(i) IN GENERAL..-Tbe Secretary, in 

consultation with the Seeret.ary of Health 

and Human Services, shall make grants in 

accordance with this subparagraph, m-each 

6scal year specified in subparag2'aph (G), 

to States and political su.bdivisi(lll$ of 

States that apply therefor. based on the 

likelihood that .the applieant can su.ccess

fully make long-tetm placements of individ

uals into the workfon:e. 

"(ii) DETEIDIIXA.TIOS OF GRA.."T 

A..:.'loU"sT_-In determining the amount of a 

tal 008 
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grant to be made under this subparagraph 

for a project of a State or political subdivi: .. : 

sion, the Secretary shall prOvide the State 

or political subdivision " .. ith·an amount suf

ficient to ensure that the project has a rea

sonable opportunity to be successful. 

"(iii) TARGETL~G OF NO;:"")fETROPOLI

TA.X AREAS.-The &etetaly shall use not 

less than 75 percent of the funds available 

for a 6scal year for grants under this sub

paragraph to make grants to political sub

divisions of States that are not within any 

Metropolitau Statistical Area (as defined 

by the Of5ce of Management and B1Idget). 

["(iv) FuNDING.-Out of any money 

in the Treasury of the U llited States not 

other\\ise appropriated, there are appro

priated for grants under this subparagraph 

for each fiscal year specified in subpara

graph (G) au amount equal to 50 percent 

of-

["(1) the amount specified m 

subparagraph (G) for the fiscal year, 

plus any funds reserved pursuant to 

subparagraph (E) for the immediately 

~009 



06/02/97 12:31 ~ 
JUN ~ , 97 ll: 29 FR 

P:\M&\SHAW\FtnmWW.OO2 

1 

2 

3 

4 

S 

6 

1 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

~010 
r~ ... c.o 

9 

preceding 6scal year that are not obli

gated during the immediatel)". p~

ing fiscal year; minw; 

["(U) the. total of the amounts 

reserved pursuant to subparagraphs 

(E) and (F) for the fiseaJ. year.] 

"(C) LWITATlO:-\S ox CSE OF FID-"'O$.-

"(i) ALLOWABLE ACTMTIES.-A 

State Or political $1lbdivision of a State tD 

which funds are p~ded under this ~. 

graph may use the funds in any manner

that moves recipients of assistance under 

the State program funded mlder t.bi$ part. 

into the workforce, including for any of the 

following: 

"(1) Job creation through public 

or private sector employment wage 

subsidies. 

"(II) On-the-job training. 

"(m) Contracts with job place

ment companies or public job place-

ment programs. 

. "(IV) Job vouchers. 
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<I{V) Job retention or ~port 

services if mch services are not other- . 
-, . ',-

wise ar.illable. 

"(ii) REQt.:IRED BE~"EFICIAIUES.-A 

State or political sabdi\islon of a State to 

which funds are pronded under thi$ para. 

graph shall expend at least 90 percent of 

the funds for the benefit of ri:lcipients of 

assistanee under the State program funded 

under this part who meet the requirenlents 

Dr any of the following subcla1lSeS: 

"(1) The individual has received 

assistance under the State program 

funded under this part (whether in,ef

fect before or after the amendments 

made by section 103 of the Personal 

RespobSlbility and Work Opparttmity 

Reconciliation Act of 1996 first apply 

to the State) for at least 30 months 

(whether or not consecutive). 

"(II) At least 2 oftbe following 

apply to the recipient: 

"(aa) The iudividual has not 

completed secondary school or 

~01l 
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11 

obtained a eertUieate of general 

equivalency. 

"(bb) The individUal is a 

substance abuser. 

"(00) The individual has low 

basic skills. 

"(dd) The individual has 

wot'ked, for fewer than S of the 

lDost recent 12 months. 

The Sect"etary shall presmOe such 

regulations as may be necessary to in

terpret this SIlbclause. 

"(III) Wrthin 12 moDth&, the in

dividual will become ineligtble for as· 

sistance Ullder the State program· 

funded under this part by reason of a 

dnrational limit on such assistance, 

without regard to lilly exemptiOJl pro

vided pursuant to section 

408(a)(7)(C) that may apply to the 

individUal. 

"(ill) LIMITATION ON APPLICABILITY 

OF SECTION 404.-The rules of section 

404, other than subsections (b), (f), and 

Iai 012 
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2 

12 

(h) of section 404, shall Dot apply to a 

grant made under this PIU'a8T8Ph. 

3 "(iv) PROHIBITIOS AGAl.'lST CBE OF. 

4 GlU.XT Fl"XDS FOR .A..'-Y O'1'HER Ft:~"D 

5 )L\TCHIXG REQ{;IRE)tE~"'T.-A State or po-

6 Iitical subdivision of a State to which funds 

7 are provided under this paragraph shall 

8 not use any part of the funds to fulfill any 

9 obligation of the State to contribute funds 

10 under other Federal law. 

11 "(v) DE..tl>t..n."E roll EXPENDIT11BE.-

12 A State or political subdivision of a State 

13' tD which funds are provided under this 

14 paragraph shall remit to the Secretary any 

15 part of the funds that are not expended 

16 within a yean after the date the funds are 

17 SO provided. 

18 "(D) SECRETARY DSFINED.-As used in 

19 this paragraph, the term 'Secretary' means the 

20 Secretary of Labor, except as othelWise ex· 

21 pressly provided. 

22 "(E) SET-ASIDE FOR INDI.A..~ TRlBES.-l 

23 percent of the amount specified in subpara-

24 graph (G) for w:h fiscal year shall be res~ed 

~013 

. ' .. -
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. I for grants to Indian tn"be$ under section 

2 412(a)(3). 

3 "(F) SET-ASIDE FOR E¥/l.Lt:ATIOXS.-O.5 

4 percent of the amount specified. in subpara-

5 graph (G) for each fiscal year shall be reserved. 

6 for use by the Secre~ of Health and Human 

7 Services to carty out seetion 413(j). 

8 U(G) Ft:l\"D~G.-To ~ out this para-

9 graph, there are authorized to be appro-

10 priated-

11 <lei} $700,000,000 for each of fiscal 

12 years 1998 and 1999; 

13 "(n) $1,000,000,000 for fiscal year 

14 2000; and 

15 "(iii) $600,000,000 Cor fiscal year 

16 2QOl. 

17 "(H) BlJDGE1' SCOIuNQ.-Notwitbstanding 

18 seetion 457(b)(2) of the Balanced Budget and 

19 Emergency Deficit Control Act of 1985, the 

20' baseline shall assume that no grant shall be 

21 made under this paragraph after fiscal year 

2Z 2001.". 

23 (b) GRA.'"1'S TO I:-'"DlA.'" TRmES.-Seetion 412(a) of 

24 such Act (42 U.S.C. 612(a}) is amended by adding at the 

25 end the follow:ing: 

I4J 014 

. ' .. -
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1 "(3) WELFARE-TO-WORK GRANTS.-

2 ["(A) Ix GE~R.AI.--The Secretary shaD 

3 make a grant in accordance with this piu-agr8pb 

4 to an Indian tribe for each tiscal year spe<!ified 

5 in section 403(a)(5}(G) for ll-mch the Indian 

6 

7 

8 

tribe is a welfare-to-work tribe, in such amount 

as the Secretary deems appropriate, subject to 

subparagraph (B) of this paragrapJq 

9 "(B) MATCHING REQUIRElfE:o.."T.-The 

10 SecretaIy shall not. make a grant under this 

11 paragraph to an Indian tribe for a fiscal year. 

12 in an amount that exceeds 4 times the tntal or 

. 13 the expenditures by the Indian tribe (excluding 

14 tribal expenditures described in section 

15 409(a)(7)(B)(iv» durin; the tiseal. year On ac-

16 tivities described in seeD.on 403(a)(S)(C)(i). 

17 "(e) WELFARE-TO-WORK TRIBE.-An In-

18 dian tribe shall be considered a welfare-to-work 

19 tribe for a fiscal year for purposes of this pam-

20 graph if the Indian tribe meets the following fe-

21 quirements: 

22 "0) The Indian tribe bas submitted to 

23 the Secretary (in the fonn of amendm~nts 

24 to the tribal family assistance plan) a plan 

25 which describes how, consistent with sec-

141015 
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15 
1 tion 403(a)(5}, the Indian tribe wiD use 

2 any funds provided under this para.gI'lq)h _ . 
. .' . ' . 

• ' - >0. 

3 during the fiscal year. 

4 "(H) The Indian tribe bas provided 

5 the Secretary with an estimate ot the 

6 amount that the Indian tribe intends to ex-

7 pend'during the fiscal year (excluding trib-

g al expenditures described in section 

9 409(a}(1)(B)(iv» for activities described in 

10 section 403(a)(5}(C)(i). 

11 "(iii) The Indian tribe has agreed to 

12 negotiate iu good. faith with the Secre~ 

13 ' of Health and Human Services with re-

14 spect to the substance of any evaluation 

15 under section 4136), and to cooperate with 

16 the conduct of any such evaluation. 

17 "(iv) The Indian tribe has an ap-

18 proved tribal faxnily assistance plan for the 

19 fiscal year. 

20 "(D) LIMITATIONS ON USE OF FUNDS.-

21 Section 403(a)(5)(C) shall apply to funds pro-

22 vided to Indian tribes under this paragraph hi 

23 the same manner in which such sectiOlllO a.pplies 

24 to funds provided under section 403(a)(5).". 
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1 (c) EVALUA'MOSs.-Section 413 of such Act (42 

2 U.S.C. 613) is amended by adding at the end the fQUcF· 

3 ing: 

4 'tj) EVALt:.ATIO~ UF WELf'ARg..To·\VOR~ PRO· 

S GRA.\ts.-Tbe Secretllry-

6 "(I) shall; in consultation with the Secretary of 

7 Labor, develop a plan to evaluate how grants made 

8 under sections 403(8)(5) and 412(a)(3) have been 

9 used; aud 

10 "(2) mar evaluate the use of such grants by 

11 such grantees as the Seeretaly deem$ appropriate, in 

12 accordance with au agreement entered into with the 

13 grantees after good.faitb. negotiations.". .' 

1aJ017 

' .. -


	DPC - Box 066 - Folder 005

